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In this number will be 
found the text of the Bill 
H. R. 3338 for the incorporation of 
Clearing Houses under United States 
laws and government supervision, and 
also the statement in explanation of the 
bill made by its author on February 20. 

The suggestion, of which this bill is 
the outcome, was first made by Mr. 
Gilman in an articleentitled ‘‘The Com- 
pletion of the National Banking System” 
which appeared in the “‘Bankers’ Maga- 
zine’ of September 1893. The article 
advocated incorporation of clearing 
houses under United States charters, 
with power to issue currency against 
commercial assets, so that 


The Gilman 
Banking Bill. 


clearing 
houses might do legally that which was 
then done extra-legally, and thus afford 
instant relief to the whole business com- 
munity. The suggestion was a practical 
one, and grew out of observation of the 
panic which was then prevailing and ex- 
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perience of previous similar occurrences. 

As has been well said by one of the 
leading merchants of New England: 
‘*Much may be done to alleviate and 
even prevent these evils which come 
with intervals so regular as almost to 
form part of the economy of business in 
the United States” The conviction 
grew, as the result of further reflection, 
that the incorporation of clearing houses 
under a general federal law gave the 
solution of the vexed question of the 
right method for the avoidance of pan— 
ics. But such a conviction must be 
tested by the principles which govern 
the issue of currency, and our author 
further elaborated the idea in a second 
article on ‘‘Fixed and Redeemable Cur- 
rency,” which appeared in the ‘‘Bank- 
ers’ Magazine” of October, 1893. Though 
the panic of 1893 passed in a few months, 
the interest awakened in this measure 
increased rather than diminished, and 
it became apparent that not only should 
a banking proposal of this kind be prac- 
tical and in accordance with the laws of 
political economy, but it must conform 
to the traditions and history of our 
country. This required a statement of 
our financial history and the growth and 
changes which have taken place in our 
banking systems. The result of this 
investigation is contained in an article 
on the ‘Philosophy of the History of 
Bank Currency in the United States,” 
which appeared in the ‘‘Bankers’ Mag— 
azine” of February, 1895. Inthe prep- 
aration of this paper many works were 
consulted in the Congressional Library, 
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at Washington, as well as in the librar- 
ies of New York, 

The occasion of the minor financial 
disturbance of December last, deter- 
mined Mr. Gilman to attempt the form- 
ulation of his suggestion in a bill, which 
when before the Committee of Banking 
and Currency of the House of Repre- 
sentatives, he was courteously given the 
opportunity to explain in the statement 
contained in this number. 

If a banking measure is to prevail in 
any large commercial nation, it must be 
»ased on the fundamental laws of credit. 
These have been exhaustively stated 
by Macleod in his ‘‘Theory of Credit,” 
and Mr. Gilman has found an agreement 
on some points between his proposal 
and the principles established by this 
eminent political economist, 

The credit system was brought into 
being by the founding of the Bank of 
England. The principles which gov- 
erned bank currency continued un- 
changed from that time till 1838 when 
the general banking law of New York 
wasenacted. There is but one further 
principle which can be introduced into 
banking and that is association, of which 
the form now propoged is the incorpor- 
tion of clearing houses under a general 
law by which meansour National Bank- 
ing System would be made complete, 
and panics ‘‘mitigated if not entirely 
obviated.” 


Numerous measures look- 
ing to reform in the cur- 
rency laws and the establishment of a 
currency system have been introduced 
in Congress, and placed in the hands of 
the House Committee on Banking and 


Financial 
Legislation. 


Currency. Within the past few days, 
two of such measures have been re- 


ported by the committee to the House; 


LAW JOURNAL. 


the Johnson bill to authorize national 
banks to issue currency equal to the par 
value of bonds deposited, and the 
Brosius bill to authorize the establish- 
ment of national banks in small cities 
with a minimum capital of $25,000. It 
is hardly to be expected that either of 
these measures will pass both houses the 
present session; much less any measure 
for the establishment of a permanent 
system of currency. There is a growing 
belief that the fundamental question of 
the standard of value will have to be 
first set at rest, before any currency 
measure can receive adequate consider- 
ation—the dimensions and nature of the 
foundation must be first ascertained and 
fixed before the superstructure can be 
successfully created. As the majority 
of the present Senate is in favor of the 
free coinage of silver, and as that issue 
bids fair to be more or less a factor in 
the national elections the coming Fall, 
little in the way of currency reform and 
extension and improvement of the 
banking system can be hoped for, until 
the silver issue is permanently set at 
rest. 


Bimetallism in 


The British House of Com- 
England. 


mons has adopted a reso- 
lution to the effect that the instability 
of the relative value of gold and silver 
since the action of the Latin Union in 
1893, has proved injurious to the best 
interests of the country and urging the 
government to do everything possible 
to secure, by international agreement, 
a stable monetary par of exchange be- 
tween gold and silver. A similar reso- 
lution has been introduced in the French 
Chamber of Deputies, and will be con- 
sidered after the income tax question is 
disposed of. This is interesting news from 
England, where the gold standard has 
prevailed for eighty years, and it shows 
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that the silver agitation is not confined 
to this country, but that the question of 
its remonetization is alive and active in 
many of the foreign capitals. The 


English investors in American securi- 
ties must no longer take fright at the 
silver talk in our houses of Congress, 
as paving the way to their receiving 
payment at fifty cents on the dollar, 
when, as it appears, they have this same 
kind of talk at their very doors. 


Protection of 


ae. The instances of successful 


check raising which have re- 
cently occurred, have aroused renewed 
interest in the subject of safeguarding 
checks against forgery and alteration. 
Elsewhere in the Journal are published 
two communications with illustrations 
of checks containing coupons with scale 
of amounts, which are designed to ef- 
fectually prevent the raising of checks 
and drafts through alterations or eras— 
ures. Of the two systems described in 
these communications, the Campbell 
duplex check has been patented and is 
to-day in practical use, and for sim- 
plicity, practicability and general merit, 
it surpasses anything of the kind that 
has come under our observation. We 
also note in our news column a descrip- 
tion of a ‘‘safety” paper which the man- 
ufacturer claims is proof against altera— 
tion of an amount written on it without 
detection, backing up his assertion by 
the offer of $1,000 to any person who 
can demonstrate the contrary. 


Indorsements 
“for collection.” 


We have advices that the 
collection of cases which 
we published in the February number 
to the effect that indorsements to banks 
“for collection” created no responsibil- 
ity of the indorsees for genuineness of 
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the paper collected, have been widely 
read,and their bearing on banking trans- 
actions considered. The leaven is work- 
ing, and we expect to publish in the 
April Journal a second edition, so to 
speak, of the article which will treat of 
certain aspects of the subject not yet 
considered. 

In a decision of the supreme court of 
Pennsylvania which we publish in this 
number, arising out of a failure of a 
bank in the Philadelphia clearing house, 
an indorsement ‘‘for collection” again 
appears, not in this case involving any 
question of responsibility of the indorsee 
‘for collection” for money received on 
forged paper, but as showing notice to 
the drawee that the indorsee is not the 
owner, and is without power to transfer 
title to a draft so indorsed. It seems 
the owners of a draft on the Fourth 
Street National Bank of Philadelphia 
indorsed it ‘‘for collection” to the then 
shaking ‘‘Kevstone,” another member. 
On the day this draft went through the 
Philadelphia Clearing House, the Key- 
stone failed. The Fourth Street Bank 
paid the draft to the clearing house, but 
the clearing house itself kept the money 
for indebtedness of the Keystone to it, and 
did not use it to complete the Keystone’s 
exchanges of that day. The indorsement 
‘*for collection” is declared to be notice 
to the Fourth Street Bank that the in- 
dorser retained ownership of the draft, 
and that the clearing house could not 
acquire title to it, so asto receive pay-— 
ment and appropriate the money to the 
Keystone’s indebtedness to it. Hence, 
there was no payment by the Fourth 
Street Bank, either to the owner, or to 
the owner's agent, and it was still liable 
to pay.the draft at suit of the indorsing 
owner. The decision is of sufficient in- 
terest to read, as being one of the very 
few instances where a payment by a 
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drawee into the clearing house does not 
absolve it from a second payment. If 
the regular exchanges had been made 
with the Keystone on that day, the pay- 
ment, then, would doubtless have been 
sufficient to absolve the drawee, and 
would have then thrown the owner’s re- 
course upon the receiver of the Key- 
stone, with all the bewildering accom— 
paniment of legal technique arising out 
of ‘‘mingling of assets,” and ‘‘following 
trust funds.”’ Luckily the owner was 
spared this, and the Fourth Street Bank 
now has recourse upon the clearing 
house for the money paid. The Penn- 
sylvania rule being the same as that in 
New York (also Ohio; point just de- 
cided ; see cases in this number) that the 
holder of an unaccepted check has no 
right of action thereon against the bank 
on which it is drawn, it is to be pre- 
sumed that in the case now decided the 
circumstance of the bank’s paying over 
the money to the clearing house is 
deemed tantamount to an acceptance, 
so as to give the holder recourse. 


Taxation of Na- 
tional Bank Stock 
in Kansas, 


The bankers of Kansas 
have long complained 
of a lack of equality in the taxation of 
bank stock as compared with ‘other 
forms of property, and that the holders 
of such stock have been compelled to 
bear more than their share of the tax 
burden of the state. Inthe case of the 
national banks, the courts were finally 
looked to for relief,and one of the nation- 
al banks after litigating unsuccessfully 
through the courts of the state, took its 
case to the supreme court of the United 
States asa last resort. That tribunal 
has now decided against the bank, in 
effect saying thatit has failed to present 
satisfactory proof of such a discrimina— 
tion against national bank stock in favor 
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of other forms of property, as would 
violate the equality provisions enacted 
by Congress, and entitle the bank to 
the relief sought. The opinion of the su- 
preme court of the United States will 
be read with interest, if not with favor, 
by the national banks in the state of 
Kansas. It is published in full on 
another page, and is rendered in an 
action brought by the First National 
Bank, of Garnett, Kansas, against the 
sheriff of Anderson County, Kansas, to 
restrain the collection of taxes upon its 
stockholders. The statutes of Kansas 
allow a taxpayer te deduct certain of 
his ‘‘debts” from his ‘‘credits,’”’ in fix- 
ing the value of his property for taxa- 
tion, but the supreme court of Kansas 
held that bank shares were not ‘‘credits” 
within the meaning of the word as used 
in the statutes, and that the bank’s 
shareholders could not deduct their 
debts from the value of their shares. This 
decision, the supreme court of the 
United States refuses to disturb, hold- 
ing itself bound by the interpretation of 
the Kansas statute given by the supreme 
court of the state. The remaining ques- 
tion considered by the United States 
Supreme Court is whether, under that 
construction, the taxation provided by 
the Kansas statutes violates the national 
statute forbidding taxation of national 
bank shares at a greater rate than is as- 
sessed upon other moneyed capital in the 
hands of individual citizens of the state. 
As to this the court holds an insuffi- 
ciency of proof. It says that ‘‘the single 
fact that the statute of Kansas permits 
some debts to be deducted from some 
moneyed capital, but not from that 
which is invested in the shares of na- 
tional banks, is not sufficient to show 
such violation.” The court will require 
proof of the relative proportions in 
which the moneyed capital of the state 
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is invested in the various kinds of se- 
curities found therein, as necessary to 
put it in the position to intelligently de- 
termine whether there is a real discrimi- 
nation against the holders of national 
bank stock, and a violation of the act of 
Congress. 


Dividends Paid 


= In view of the large num- 
Out of Capital. 


ber of banks which failed 
in the year 1893, and, in lesser extent 
since, and which up to the time of fail- 
ure had been regularly paying dividends 
to their stockholders, a decision recent- 
ly rendered by the Eighth circuit court 
of the United States has an ominous 1m- 
port. It makes stockholders of banks 
which have received dividends, which 
turn out to have been paid out of capi- 
tal at times when the bank had earned 
no net profits, liable to refund to the 
bank's receiver. The full points of the 
decision may be seen from the report 
elsewhere published. 


Diligence in Col- 


alee Choe The courts, as our read— 


ers have been made aware 
by several cases published during the 
last year, hold parties entrusted with 
the duty of collecting checks, to pretty 
tight rules of diligence in this regard. 
But the latest claim of non-diligence 
made by a party in Minnesota, surpasses 
anything we have yet read in the high 
conception taken of the checkholder’s 
duty. A debtor in Minnesota who 
mailed a check on a Minnesota bank to 
his creditor in Wisconsin, which reached 
the latter in due course of mail the day 
after the bank on which the check was 
drawn failed, has had the temerity to 
urge before the supreme court of Wis- 
consin that the creditor was guilty of 
negligence in not seasonably presenting 
the check, lt is needless to say that the 
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supreme court of Wisconsin, whose de- 
cision will be found elsewhere in the 
Journal, disagreed with this view. 


Duty of Pur- 
chaser to In- 
quire. 


The court of. civil appeals 
of Texas thas announced a 
very peculiar doctrine in a case recently 
before it, which it will be well for the 
bankers of the state to take note of, else 
they may be led into losses in the pur- 
chase or discount of commercial paper 
under a misapprehension of their rights 
as bona fide purchasers. In brief the 
doctrine is this—that where a note is 
made by two or more makers payable to 
‘*A or bearer,’ and one of the makers 
negotiates it for value to one other than 
A, the fact that it is negotiated by one 
of the makers and not by the payee A, 
is a circumstance of suspicion which 
puts the purchaser to the duty of inquir— 
ing of the payee A, and of the makers, 
all about the transaction, and if the pur- 
chaser fails to make suth inquiry and it 
turns out that the note has been nego- 
tiated contrary to an agreement be- 
tween the makers that it was to be an 
obligation to A only, the purchaser does 
not stand in the position of a bona fide 
holder, so as to enforce against those 
makers whose signatures have in fact 
been on condition that the note should 
be negotiated in that particular way. 
Bankers of the state, acting on a 
knowledge of the general law of com- 
mercial paper, are apt to reason that 
where a note is made payable to “A or 
bearer,” it is the equivalent of being 
made payable to ‘‘bearer,” and that 
such a note, offered for discount by one 
of the makers may safely be taken with- 
out inquiry on faith of the responsibil- 
ity of all makers signing. A note exe— 
cuted by three makers payable merely 
to “bearer,” could unquestionably be 
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discounted with right of recourse upon 
all makers, free from any secret defenses 
between themselves; and it is the gen- 
eral belief that where the note is paya- 
ble to ‘‘A or bearer,” it stands on the 
same footing. It would be a very natural 
transaction for @hree makers desiring to 
raise money upon their promissory note, 
to make it payable to “A or bearer,” 
with the view of first applying to A for the 
money, and in the alternative of his re- 
fusal, of negotiating it to any other per- 
son who could be found to purchase it. 
The alternative “for bearer” after the 
payee ‘‘A” negatives the assumption 
that ‘‘A” is the only one who can be— 
come a bona fide purchaser of the note; 
the words ‘‘or bearer’ would be useless if 
such were the case, A note containing 
such words is an express promise by the 
makers to pay to A or toany other 
‘‘bearer” in the entire commercial world, 
who gives value for it; and to hold that no 
one but A can become a bona fide pur- 
chaser for value without notice, is con- 
trary to general commercial law, and 
makes all such notes in Texas legal traps 


in which innocent purchasers may be’ 


ensnared. The case in which this pecu- 
liar doctrine is announced is Battle v. 
Cushman, and it will be found reported 
in the present number. The court bases 
its rulings upon cases where notes pay- 
able “to order” have not been delivered 
to or indorsed by the payee, a very dif- 
ferent state of facts from one where the 
note is made payable to ‘’A or bearer.” 
There is still chance for the supreme 
court of Texas to reverse this ruling of 
the court of civil appeals, and render a 
decision in conformity with the well- 
settled principles of general commercial 
law. We are aware that in one or two 
states by reason of peculiar statutory 
provisions a note payable to “A or 
bearer” is held the equivalent of “A or 
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order” and requires A’s indorsement to 
passtitle. Butweare not aware that 
this is the case in Texas. In fact, the su- 
preme court of Texas, in Johnsonv. ’Mit- 
chell, 50 Tex. 212, say (p. <16) that‘‘ the 
original nature of such a note is that it 
should pass by delivery.”” Unless Texas 
is Out of line with the large majority of 
states which uphold the commercial law, 
it should with them hold that a note 
payable to “A or bearer” is equivalent 
to one payable to “‘bearer;” that sucha 
note passes by delivery to any bearer; 
and that there is nothing suspicious upon 
the face of such a note, to put a pur- 
chaser, other than A,upon inquiry before 
giving value therefor. 


Do we want an 


mise Basten In the Political Science 


Quarterly for March, 
Prof. F. M. Taylor furnishes a paper 
upon this subject, in which he discusses 
the following questions: (1) Are there 
decided variations in the monetary need 
of the country from season to season, or 
from year to year? (2) Is the failure of 
correspondence between the supply of, 
and the need for money, which these 
variations in need tend to bring about, 
productive of harm? (3) Have we 
grounds for thinking that elasticity in 
the suppiy would diminish this harm? 
The arguments of the paper tend to 
prove that the money need is subject to 
very considerable variations at different 
seasons and in different years, that harm 
results from these variations when not 
accompanied by corresponding varia- 
tions in supply, and that the presence 
of an elastic currency would, at least, 
mitigate the evils resulting from such 
variations. 
The paper presents a systematic in- 
vestigation of the subject from the 
standpoint of experience, and is valua- 
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ble in its collection and grouping of 
facts illustrative of currency movements 
during series of years, and the condi- 
tion of the money markets at home and 
abroad. 


National League There are now in pro- 
of Credit Men. . P 

gress of organization all 
over the country, local associations of 
merchants and manufacturers, embrac- 
ing every department of trade and in- 
dustry which grant credit, technically 
known as ‘* Credit Men’s Associations,” 
whose plan of completed organization 
contemplates a national organization of 
local associations which will embrace 
every commercial center of the country. 
The purposes to be accomplished by 
organization and co-operation were thus 
succinctly described by the presiding 
officer at the World's Mercantile Con- 
gress, assembled at Chicago in 1893 : 

‘Better protection against the 
abuses of the credit system and preven- 
tion of a large portion of the losses now 
sustained through dishonesty and incom- 
petency on the one side, and unfavor- 
able laws, conditions and pernicious 
practies on the other. 

‘*Creation of a public sentiment, 
through the mediumship of organized 
and co-operative force, by which dis— 
honesty and fraud may be effectively 
restrained and punished, 

‘* Securing, by co-operation of mer- 
cantile and manufacturing interests 
throughout the country, a uniform and 
better system of collection and insol- 
vency laws; change and improvement 
of present laws and methods concerning 
bankrupt estates, and the appointment 
of assignees, and bringing about quicker, 
cheaper and better results in the settle- 
ment of estates. 

*‘Creation, in connection with the 
central office, of a bureau of informa— 
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tion for the benefit of all members.” 

The work of organization of local 
associations is going actively on. The 
credit-granting classes of the mercan- 
tile community are awakening to a reali- 
zation of the evils which beset them, 
and the necessity of just laws to protect 
commercial transactions from start to 
finish, and organization and co-opera- 
tion is being turned to as the only 
potent solution of the difficulty. The 
same necessity for organization and co- 
operation confronts the bankers of the 
country. The quicker they complete an 
effective organization the quicker a reali- 
zation of the reforms they are now 
powerless to effect. 


Taxation of Bank 
Stock in New 
Jersey. 


A bill has been passed by 
the House of Assembly 
of New Jersey which provides that the 
stock of every bank in the state, national 
or state, shall be assessed in the ward or 
township in which the bank is located, 
and paid by the bank to the municipal-— 
ity, and the taxes so assessed shall be a 
lien on the stock and deducted by the 
board of directors from any dividends 
about to be paid. Heretofore, bank 
stock has been assessed and taxed to 
the holder in the municipality where he 
resides. The effect of the measure, if it 
becomes a law, will be to increase the 
tax income of the municipalities where 
banks are located, and decrease it in 
places where the holders reside, in all 
cases where they do not live in the place 
where the bank is located. It is con- 
tended that a much larger amount of 
tax will be derived from bank stock un- 
der the proposed law, as it is said the 
tax rates prevailing at many places 
where the stockholder has a legal resi- 
dence, are much lower than that of the 
cities wherein the majority of the banks 
are located, 
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Within the last month no 
less than three banks in 
different parts of the country have been 
entered by bank robbers with murder-— 
ous intent, and in two of the three in- 
stances tragedies have resulted. Inthe 
populous city of San Francisco the Mar- 
ket Street Bank was entered on Febru- 
ary 18th last by three masked men, who 
blazed away at the cashier, then forced 
cashier and bookkeeper into the vault, 
emptied all the available coin into a 
sack, and disappeared without leaving 
the slightest clue to their identity. 

Just a week later, on February 25, in 
Warren, Ark., three men entered the 
Merchants and Planters’ Bank and 
fatally wounded a director, and serious- 
ly, the cashier, in an unsuccessful at- 
tempt at robbery. On the following 
day, February 26, two robbers entered 
the City National Bank at Wichita Falls, 
Texas, killed the cashier, wounded the 
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bookkeeper and rode off with their 


booty. In this latter instance the rob- 
bers were captured and strung up by a 
mob in view of the bank building. 
These examples of modern brigandage 
indicate that there are scattered all over 
the country sets of lawless men who do 
not scruple to take life, and are willing 
to take the most desperate chances in 
order to gain their plunder. The 
mournful lesson which they teach the 
bank officer, be he in city or country, is 
the necessity of being ever on the alert 


and never ina position to be taken by 
surprise; and they also teach the neces— 
sity, in the fitting up of bank offices, of 
such an arrangement of furniture and 
fixtures as is best calculated to seclude 
and protect. 
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Confidential com- 
munications be- 
tween banks. 


It is a frequent and ben- 
eficial practice for friend- 
ly banks to make inquiries of one an- 
other as to the standing and responsi— 
bility of a prospective borrower, the re- 
ply to be held in confidence, such in- 
formation often proving of great advan. 
tage in reaching a conclusion as to the 
granting of credit. In fact, the giving 
of mutual information is growing into a 
system in some localities, where local 
credit bureaus are established between 
the banks of a particular section. But 
in the giving of such information by one 
bank to another, care must be taken by 
the bank who furnishes it, that its rep— 
resentation be of such character as not 
to amount to a legal estoppel of a claim 
of its own against the subject of the in— 
quiry. We derive a hint in this connec- 
tion from a case publised in this num- 
ber, where one bank who sought in- 
formation from another bank, which the 
latter furnished, afterwards sought to 
estop the bank from asserting a claim of 
its own against the person inquired of. 
The first-named bank did not succeed in 
its contention, the court saying that 
“ where an inquiry comes to a bank ask- 
ing simply for the character and finan- 
cial standing of the merchant, the bank 
is not bound to report at its peril any 
loans which such merchant may have at 
its bank;” but the decision serves, at 
all events, to arouse atrain of thought 
as to possible injurious consequences to 
a bank’s own interest by the making of 
some unguarded communication which 
the recipient may use as a basis for pre- 
ferring its own subsequent and adverse 
claim. 





A CLEARING HOUSE CURRENCY. 


THE INCORPORATION OF CLEARING HOUSES AND THE ISSUE 
OF A CLEARING HOUSE CURRENCY. 
Statement of Theodore Gilman, Esq., Banker, of No. 62 Cedar St., New York City, before Sub-committee No. 2 


of the Committee on Banking and Currency, Feb. 20, 1896, on the bill (H. R. 3338) prepared by him and in- 
troduced by Mr. Fairchild, to incorporate clearing houses and provide clearing house currency, etc. 


Mr. CHAIRMAN AND GENTLEMEN :— 

The first stated object of the bill is 
‘to protect and support commercial 
credit, and to equalize rates of inter- 
est,” and it provides in its first section 
for the incorporation of the individual 
banks into clearing—house associations. 

The theory of the bill is that the ab- 
sence of a means of supporting credit is 
inherent in a system like that at present 
existing in our country, which provides 
only for the incorporation of individual 
banks and stops there. 

The organization of individual banks 
forms the basis of a system, but if the 
banks are not organized with relations 
to each other, it is a misnomer to call it 
asystem; itis only an agglomeration, 
Individual banks are organized under 


the national currency act on an indepen- 


dent basis and are empowered to take 
care of themselves and their customers. 
They are competitive and not mutually 
supporting; each one is a unit and au- 
tonomous, like a petty principality. 

We use the term ‘‘national banking 
system” to describe the 4,000 separate 
banks which organized under 
the national currency act of 1863. But 
do they form a system in the sense in 
which we use that word to describe sys- 
tems of which the executive, legislative, 
and judicial branches of the government 
are examples? Lower and higher offi- 
cials, elective bodies, and courts make 
up the gradations of these systems. 

It is evident that a national bank does 
not cover the whole operation of bank- 
ing from the creation of debits and 
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credits to their final extinction. The 
beginning of the operation is in a bank, 
and it is concluded in a clearing—house, 
The enormous amount of clearings, ag- 
gregating fifty thousand millions an- 
nually, show the importance of their 
functions from a money standpoint, But 
their services can not be even thus lim- 
ited, for they provide the daily {test of 
the'solvency of every bank and business 
man in the country; they provide a 
barometer of the state of credit and the 
movements of currency, and are the 
only places where individual banks are 
brought together and where united ac- 
tion can be secured. 

Oat of these conditions comes the ne- 
cessity of mutual agreements and regu- 
lations for the government of the busi- 
ness to be transacted, and for the pro- 
tection of the banks associated in the 
clearing house. The clearing house 
must have its articles of association or 
incorporation under the laws of the dif- 
erent states, its officers and committees, 
and their duties must be clearly defined. 
For the protection of the associated 
banks there must reside somewhere the 
right and duty to inspect the affairs of 
any of their number, and even to sus- 
pend one from its privileges on specified 
proofs and charges. These are powers 
in which not only the associated banks 
are interested, as the representatives of 
their many stockholders, but also all the 
customers of each bank, and the rami- 
fication of these interests in every clear- 
ing house as at present constituted, 
stretch far and wide over the whole 
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country. The organization and regula- 
tions of clearing houses become, there- 
fore, matters in which the entire coun— 
try is interested, and in times of com- 
mercial disturbance this becomes evident 
beyond question. At such times the 
most delicate questions are brought be- 
fore clearing houses for their decision, 
and the wisdom of experienced bankers 
has then the opportunity to render im- 
portant service in staying incipient panic 
and in carrying houses and banks over 
difficulties that are never known outside 
of banking circles. 

The banking system, therefore, must 
be considered to include not only banks 
but clearing houses as well, and though 
these latter play such an important part 
in the banking operations of the coun-— 
try, they are not a part of the national 
banking system, and are not under gov- 
ernmental supervision. The question 
arises, Can the national system be con- 
sidered complete until clearing houses 
are incorporated in it under United 
States laws and government supervision? 
To answer this question intelligently we 
must then take a glance at our national 
banking system and inquire whatare its 
chief distinguishing characteristics, not 
only at home, but as compared with the 


systems of other nations. 

It is a remarkable political fact, and 
one which we do not always fully ap- 
preciate or give sufficient weight to, that 
the United States stand alone among the 
nations of the earth in havinga national 
system of banking based upon a general 


law. This situation has been reached 
as the outgrowth of American institu- 
tions, and as the result of political and 
financial discussions and campaigns con- 
ducted with intense excitement on the 
one hand, and acknowledged ability 
on the other. Now it must be received 
as the first article of our financial creed, 
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universally accepted as republican dog- 
ma, that banking in this country must 
be done under a general law. 

The underlying purpose of a general 
banking law is to form banks for the 
people, and to make free all the benefits 
of the law to any who comply with its 
conditions. 

The chief effect of a general law is to 
create a large number of individual 
banks of moderate capital in all parts of 
the country. Banks of great capital, 
sufficient to give a world-wide credit,or 
to enable a bank to establish branches in 
this and other countries, and to issue 
currency on its own credit, are not con- 
templated by a general law. Such banks 
must have special charters and be to 
some extent monopolies, and they are 
conducted for the privileged owners and 
not for the people. 

Ina banking system composed of 4,- 
ooo individual banks of equal standing 
and moderate capital, there must be 
found some substitute for the great 
banks of other countries, the Bank of 
England or the Bank of France. That 
these banks, from their central position 
and commanding capital, do give a 
steadiness to the financial affairs of their 
countries, and that it would be a benefit 
for our finances to be steadied in the 
same way, can not be denied. Our 
people will, however, neither yield their 
approval of general laws nor their dis- 
approval of a governmental bank. This 
great need of a balance wheel in our 
financial system can be met in entire 
harmony with republican institutions 
by another general law which will pro- 
vide for the incorporation of associated 
and adjacent banks in clearing-house 
associations, as provided in the bill be- 
fore us. By means of the provisions 
which can be incorporated in a general 
law the defect may be obviated of the 
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lack of commanding capital, and all the 
advantages secured which large resour- 
ces bring, not only"“for the transaction 
of current business, but for special 
emergencies,¢when united action would 
be desired to preserve the stability of 
the financial situation, 

The advantages resulting from the 
joint action of banks may be seen in the 
union of the banks of Great Britain in 
the crisis of 1890, when by concerted 
action they formed a guarantee fund of 
£ 15,000,000 to save the Barings from 
suspension. By this magnificent energy 
a panic was avoided which the Bank of 
England was utterly unable to meet 
alone. Among Macleod’s reflections on 
this subject is the following: 


To meet such tremendous crises, as all future 
ones will be, the Bank of England must act to- 
gether with all the other banks in the country 
to support the commercial community.* 

The united action of the banks com- 
posing the clearing house of New York 
in 1857, 1860 and 1861, and at various 
times since then, by the issue of clear-— 
ing house certificates, of which the last 
familiar instance was in 1893, proved of 
the greatest benefit, not only to New 
York, but to all the country, This ac- 
tion was without any special legal au- 
thority, and it is evident that if our 
clearing houses are incorporated under 
ageneral law, and made part of our 
banking system, that we would have the 
machinery ready for action all over the 
country to meet any financial crisis,and 
that not a day’s delay need occur before 
itis announced that adequate provis— 
ions have already been made for any 
emergency. The united action of the 
associated banks of the United States 
through their clearing houses would al- 
Ways establish credit, and this resource 


—_—— 


2 i of Credit. Henry Dunning Macleod, Vol. 
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would always be at hand if the clearing 
houses were incorporated into our bank- 
ing system by act of Congress. *) It is to 
Congress the country must look for ap- 
propriate legislation to include‘all bank- 
ing operations under government su- 
pervision, so that in fact, as well as in 
name, we shall have a national banking 
system. 

Republican ideas have thus far con- 
trolled the development of our banking 
system, Under the guidance of the 
principles contained in the Declaration 
of Independence the monetary system 
of the United States has reached a point 
which is in certain particulars in ad- 
vance of that of any other nation of the 
world. Inthe characteristics offgeneral 
banking laws, and governmental inspec- 
tion and uniform and complete statisti- 
cal reports, no other country has reached 
our degree of theoretical_advance, We 
need but to add the capstone of associ- 
tion under a general law with govern— 
mental supervision to make our system 
not only the best in the world, but the 
most efficient instrument possible for 
the development of the resources of our 
land. And this last step is pre-eminent- 
ly republican, for it leaves the individ. 
ual banks free and independent, and yet 
organizes them into strong bodies by 
means of incorporated clearing houses. 

A banking system so formed would 
last as long as the*principles of repre- 
sentative government, 

Having thus considered the incorpor— 
ation of clearing houses under a nation- 
al law as necessary to complete a na- 
tional banking system, we will now 
discuss such incorporation as a measure 
‘‘to protect and support commercial 
credit, and equalize rates of inter— 
est.” 

A bill which has this for its first stated 
object, not only proposes to do that 
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which the entire business community 
must approve of, but it implies that 
commercial credit is now unprotected 
and unsupported, and that there is need 
of some additional agencies, other than 
those at present in existence, to fully 
and perfectly accomplish this most de- 
voutly to be desired result, The argu- 
ment on which this bill is based is so sim- 
ple that it can bestated ina single sen- 
tence, but the subject is so large that 
volumes could be written in elucidation 
of it. In asentence, it is this: Panics 
or failures of commercial credit come 
upon the business community with un- 
welcome frequency, and an ample safe- 
guard against their destructive effect 
would be provided by incorporating 
clearing houses under United States 
laws, with power to issue currency on 
pledge of convertible collateral security 
to banks applying for such accommoda- 
tion. It is evident also that any system 
which is able to bear a great strain can 
with greater ease bear a lesser, and if 
the system of incorporating clearing 
houses could avert panics, it could also 
avert money pressures of less magnitude 
and meet the requirements of busy seas- 
ons as well, and thus attain the great 
desideratum of equalizing rates of in- 
terest throughovt the year, and from 
one end of the country to the other, so 
that business men should not be com- 
pelled to pay high rates of interest for 
money only because business is brisk,or 
those in one part of thecountry becom- 
pelled to pay a higher rate of interest 
than those living in another. 

We must here interject a few general 
remarks. Bankers, as such, have only 
an indirect concern in the purchase and 
minting of silver by the government, for 
they can bank as well on one basis as 
another, but they justly ask of the gov- 
ernment a banking system as nearly 


THE BANKING LAW JOURNAL. 


perfect as possible. We must also sep- 
arate the finances of the government 
from the operations of commercial 
banks organized under state and na- 
tional laws. The government does not 
issue its currency in accordance with 
the national banking act, but on an en- 
tirely different principle. All the trou- 
bles of the government of the United 
States with its currency could be reme- 
died in one season by the enactment of 
a tariff which would produce a revenue 
greater than the expenses, 

Let us now return from this short di- 
gression. 

As the lesser is contained in the great- 
er, we must consider, for a proper un- 
derstanding of the objects of this bill, 
the nature of the failures of commer- 
cial credit, called panics, and the two 
methods of their cure. 

Panics are occasional failures of con- 
fidence which are inseparable from an 
unprotected credit system, The credit 
system may be said to have begun in 
England by the chartering of the Bank 
of England in 1694. Two years later, 
Bank of England notes were at 20 per 
cent. discount, and the bank stopped 
payment thereon in coin (Adam Smith, 
Book II, Chap. II). So it appears that 
two years after the modern credit sys- 
tem was established there was a failure 
of confidence, and we have been having 
a repetition of the same experience every 
few years from that time to the present 
day. 

The cause is not far to seek. We 
give credit to an order or promise to pay 
of a government, individual, corpora- 
tion or bank, A bank will print a cir- 
culating note to read: ‘‘We promise to 
pay on demand one dollar,” or we will 
receive deposits and promise to pay them 
on demand, and if we believe the bank 
can and will do as it promises, we give 
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it credit. But we know all the time that 
the bank only keeps on hand in cash 25 
per cent. of its promises to pay. Every- 
body knows that, but in an intelligent 
community—and credit is only possible 
in such—the giving of this credit is ac- 
cepted and recognized as reasonable and 
right, and the sufficiency of a reserve of 
25 per cent. is believed to be as good 
for all practical purposes as keeping in 
hand the entire amount. 

But not only banks and governments 
promise to pay money which they have 
not on hand, but all business is con— 
ducted on the principle of a reserve, 
which are other words for the credit 
system. 


The merchant, manufacturer, 


and business man generally, all promise 
to pay in the future the money proceeds 
of commodities which are yet unmanu- 
factured and unsold, and enough cash 
only is kept on hand to meet present re- 
quirements, By means of the credit 
system the amount of business is enor- 
mously increased, ‘‘Credit,’’ says Dan- 
iel Webster, ‘‘has done morea thousand 
times to enrich nations than all the 
mines of all the world.” 

But let something unusual happen— 
a war or other disaster, then the insuffi- 
ciency of the reserve is brought to men’s 
minds with startling vividness. The 
credit vanishes and fulfilment of the ob- 
ligation is demanded. 

A withdrawal of 10 per cent. of de- 
posits is sufficient to throw the whole 
banking system of the country into con- 
fusion. In 1884 the failure of the Met- 
ropolitan Bank and other circumstances 
Caused such a withdrawal and the con- 
sequent panic. In 1893 the silver scare 
and in 1895 the Venezuela message have 
done the same thing. These troubles 
are not due only to the bank failures, 
the silver question and the Venezuela 
message, but to inherent defects in our 
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system. Therefore the true mode of 
procedure is to cure the system so that 
it can in the future meet similar emer- 
gencies and not be overwhelmed by 
them. 

With only 25 percent. it is, of course, 
impossible to pay 1oo per cent., and 
when a panic occurs a struggle to real- 
ize on investments takes place, prices 
fall, payment of debts is demanded, 
failures are precipitated, ending in 
liquidation, which is commercial death 
and decomposition. This is a panic, 
and every such occurrence causes dis- 
tress to families and sets whole commu- 
nities back by destroying productive 
business and obliterating accumulated 
capital. The loss to this country by the 
panic of 1837 was then estimated at six 
thousand million dollars. This was the 
greatest monetary panic which the world 
has ever seen. 

Every panic brings its losses and re- 
strictions to business by the disarrange- 
ment it causes. 

There are two methods of dealing with 
panics, one called the restrictive and the 
other the expansive. 

There are some who say there is no 
need of any regulation of this subject. 
They say that the debtor class should 
take care of themselves; that the gen- 
eral public must be educated to recog— 
nize that the market for gold or other 
forms of money is regulated by the 
same laws as that of any other commod- 
ity, and that the mysterious ‘‘money 
question” consists of nothing but the 
simple circumstance that a man who 
has promised to deliver a certain am- 
ount of money ata specific date is bound 
to fulfil his contract in the same way as 
if he had promised to deliver wheat, cot- 
ton oriron. 

This argument would be correct if 
there were no credit system which has 
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been firmly established by two hundred 
years of business and incorporated into 
the laws of the country. If commercial 
transactions were effected by barter, the 
above view, which is from Mr. Sampson, 
money writer of the London 7Zimes in 
1873, would be correct. But by law 
banks are conducted on the credit sys- 
tem, and the law allows them to con- 
tract to pay money with only 25 
per cent. of their obligation in cash on 
hand. Ifitis legal for banks to con- 
duct their affairs on the credit system, 
and if failures of that system happen 
periodically, then the law should make 
some provision to meet those failures, 
so that the credit system may work 
smoothly, both in times of peace and 
quiet, and in times of disaster and com- 
motion. 

The restrictive method is by forcing 
liquidations. An enforced liquidation 
is the closing of a financial transaction 
not in its natural order; that is, whena 
favorable market is reached and all par- 
ties realize the expected profit, but by 
an arbitrary demand of a creditor who 
is not interested in the profit, and who 
merely wants his meney to provide for 
present and anticipated wants. An ar- 
bitrary and enforced liquidation is 
nearly always at a serious loss. The 
panic, however, is stopped because 
enough cash is thereby realized to sup- 
ply the wants of creditors. So, when- 
ever a panic occurs, liquidations are 
forced on the business community, and 
the results are failures and their atten- 
dant calamities, After the panic prices 
recover, and the only difference in the 
situation is that property has changed 
hands, many who were in affluence are 
in poverty, and some investors have 
picked up bargains from which they 
make a profit. 

The chief agents in enforcing and 
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promoting liquidations are banks, be- 
cause they have had demands on them 
which they were obliged to meet, and 
their only resource is to filluptheir di. 
minished reserves out of the money 
held by the general public. They there- 
fore cail their demand loans and refuse 
to renew maturing paper, This puts 
the screws on the money market and 
the life blood of commerce flows into 
their tills. They do not treat in this 
way their own customers, but the gen- 
eral public, and for that purpose a bank 
is careful not toinvest its reserve money 
in the paper or loans of its customers, 
but of those known to them only by rep- 
utation. There is no intention on the 
part of banks to work any harm to any- 
ene, orto interfere with general busi- 
ness in thus withdrawing currency from 
the general public. The general public 
is the great reservoir of currency, and 
the law provides, as the way for replen- 
ishing reserves, that a bank shall not 
discount when their reserve is below the 
legal limit. This restrictive method of 
restoring reserves is, therefore, the one 
appointed by law. The harm and dam- 
age is necessary in following out the 
provisions of the law, and the con- 
sciences of bank officers are relieved of 
all responsibility, even though they see 
that their acts must cause unnecessary 
failures, 

On the other hand, banks do not 
themselves suffer from the operation of 
liquidations to any appreciable extent. 
They hold in effect mortgages on the 
estates of borrowers, and do not make a 
loss until those estates are exhausted. 
Consequently the restrictive method, 
which is death to business men, seems 
the best and only way to bank officers. 
Their loans and paper are paid, their 
dividends continue, and the bankrupted 
firms and the injury to business are for- 
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gotten, The loss resulting from every 
money panic is incalculable, but it falls 
on the business community and not on 
the banks. Consequently, when bank 
officers are asked to prepare a banking 
scheme they suggest a plan like that 
known as the Baltimore plan, which is 
meant to work for the benefit of banks 
and under which panics would be sure 
tohappen. But what do banks care for 
panics when they do not lose money 
from them? Under the Baltimore plan 


security for currency was proposed to 
be abandoned, the banks were to hold 
the security, and if a panic should come 
they would simply apply the screws, and 
soon all would be well except with the 
unfortunate business community. 

The contingency which we are describ- 


ing is one in which all banks have sim- 
ultaneously a heavy demand made upon 
them. Thenall banks make a simultan- 
eous demand upon the general public, 
and all the floating supply of currency 
disappears ina day. This must be the 
result, because under the credit system 
25 per cent. of cash is calculated to keep 
in solvent condition 100 per cent of lia- 
bilities. By the system of reserve cities 
the 25 per cent. is reduced so that the 
actual cash reserve is only about Io per 
cent. In this condition of the credit sys- 
tem, as noted above, a demand for only 
a few percent of banking deposits is 
sufficient to throw the finances of the 
country into confusion. Such a demand 
is likely to occur at any time, and ex- 
perience shows that every few years 
some new and unexpected combination 
of events takes place which produces 
such a demand with its attendant catas— 
trophe, 

Excessive restriction of credit, says 
Macleod, causes and produces a run 
for gold, and, we may add, for all cur- 
rency on par with gold. Suspension of 
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discounting and calling of loans neces— 
sitates a demand for currency to fill the 
place of the facilities thus withdrawn. 

The restrictive method of dealing with 
such events produces widespread ruin, 
and we turn therefore to the expansive 
method to see if better results may not 
be obtained from it. Macleod’s correl- 
ative statement brings us to the consid- 
eration of the second method. He says: 
‘In the modern system of dealing with 
panics, called the expansive method of 
credit, it isindispensably necessary that 
there should be some source to create 
and issue solid credit to sustain solvent 
houses in a monetary panic,” This isin 
accordance with the often-quoted sen- 
tence of the Bullion Report of 1810 to 
the British Parliament, the greatest 
financial document which was ever writ- 
ten, ‘‘An enlarged accommodation is the 
true remedy for that occasional failure 
of confidence to which our system of 
paper credit is unavoidably exposed.’ 
The comment on this passage made by 
Professor Sumner in his History of 
American Currency is: ‘‘The rule of the 
bullion committee contemplated the loan 
of notes by a bank whose credit cannot 
failin the wildest panic.” 

This statement of the expansive theory 
brings us to the consideration of the 
features of the bill beforeus, H. R. 3338. 

The bill is intended to allay or pre- 
vent panics and equalize interest charges 
by providing a means whereby banks 
can meet the demands caused by fail- 
ures of confidence in the credit system 
without putting the screws on the busi- 
ness community and thereby precipitat- 
ing a panic on the country, 

It is hardly necessary to attempt to 
prove that an enlarged accommodation 
to solvent houses will allay apanic. A 
panic is caused by the fear that the re- 
serves will be exhausted and that there 
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will not be enough money to meet all 
demands. Ifalarge amount of fresh 
money can be had, all fears will be re- 
moved. If that amount is practically in- 
exhaustible, then the panic is atan end. 

Professor Sumner’s comment is cor- 
rect, that such money must be in the 
notes of a bank whose credit cannot fail 
in the wildest panic. 

Now we are ready to test the bill be- 
fore us by these most stringent require- 
ments. 

There is no bank in the United States, 
and there never again can be, which oc- 
cupies a commanding position like the 
old United States Bank or the Bank of 
France, to which other banks can come 
and secure assistance on their commer- 
cialassets. A large governmental bank 
has been tried and found wanting in 
this country. 

Few contests short of war were of 
greater virulence or hada greater mold- 
ing influence on the development of Re- 
publican thought than that which re- 
sulted in the overthrow of the United 
States Bank. General Jackson wrote 
that that event was necessary ‘‘to pre- 
serve the morals of the people, the free- 
dom of the press, and the purity of the 
elective franchise.’”’ Such a bank is 
monarchical and not republican. The 
only resource left open to us in this 
country is to combine our banks into 
groups, and thus secure a responsibility 
equal to the aggregate capital of all the 
associated banks. This can be done by 
incorporating clearing house associa- 
tions in the manner described in the bill 
under a general United States law, which 
shall give to clearing houses the power 
needed to issue circulating notes on 
commercial assets. By this means the 
banks will be provided with a way by 
which they may secure circulating notes 
of a credit so solid that it never can be 


THE BANKING LAW JOURNAL, 


doubted in the wildest panic. The pres- 
sure would then be taken off the busi-, 
ness community and placed upon the 
banks as part of their legitimate work. 
The incorporation of clearing houses 
creates a grade of banks with limited 
and yet higher powers above the ordi- 
nary commercial banks who are memin- 
bers of the clearing houses. Clearing 
houses, by this bill, are intended to be 
of two grades—first, ordinary clearing 
houses, to which any bank throughout 
the country may belong, and second, 
clearing houses of issue, of which there 
shall be at least one in each state. Any 
clearing house whose clearings are over 
$200,000,000 annually may also be made 
a clearing house of issue. The inten- 
tion of the bill is only to allow the issue 
of clearing- house currency to be made 
in the largest financial centers of the 
country. But itis necessary in any sys- 
tem foralocal issue of currency that the 
boundaries of states shall be recognized. 
These are not merely geographical ; they 
are political, social and legal. Business 
men become accustomed to the laws and 
courts of their states, and it becomes 
easier and safer for them to do business 
within those limitations. Because a state 
has no large center of commerce it 
should not be deprived of the benefits 
which would accrue to its people from 
the establishment of a clearing house of 
issue within its borders. The regulation 
of the internal commerce of states is toa 
large extent in the hands of the separate 
legislatures. All these considerations 
point in the direction of making clearing 
house districts coterminous with state 
boundaries. Under this bill no state 
would be without its clearing house of 
issue, and in the larger states there 
might betwo. It is evident that the 
combined capital of banks in the sep- 
arate states when associated in clearing 





A CLEARING HOUSE CURRENCY. 


houses would give a basis for solid credit 
that would be recognized from one end 
of the land to the other. Thus one ele- 
ment to meet the requirement of un- 
doubted credit would be surely present 
in the clearing houses of issue proposed 
in this bill. 

Let us therefore inquire what are the 
elements of strength in a currency issued 
in this manner. 

First. The commercial assets which 
would be pledged are chiefly the notes 
of customers and others, discounted by 
the bank after careful inspection, These 
notes represent the entire responsibility 
of the makers, and are a lien on their 
stock in trade, The loans, bonds and 
notes held by banks represent the busi- 
ness and property of the borrowers of 
the country and should have behind 
them a large margin of property. The 
safety of these obligations is shown by 
the good dividends declared by the 
banks as the result of the business of 


lending and discounting. 


The second element of 
strength in a currency so issued is that 
the notes are advanced only for 75 per 
cent. of the value of the assets pledged. 
The collateral is thus strengthened by. 
the equivalent of two more names, the 
bank making the pledge and the margin 
of 25 percent. At this stage the secur- 
ity may be considered equal to four- 
name paper—the specific pledge, the 
responsibility of the maker, the mar— 
gin, and the responsibility of the 
bank. 

Third. The payment of the notes 
issued is guaranteed to the holder by all 
the banks in the clearing house receiv- 
ing the notes by vote of their boards. 
The addition of this indorsement gives 
to the clearing house currency the 
Strength of the combined capital of the 
associated banks, and adds to the collat- 


Second. 
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eral a fifth name which is stronger than 
all the other four. 

Fourth. By the extension of this sys- 
tem over the whole country the banks 
of each district would first guarantee 
their own issues, and theclearing houses 
in a state the issues in that state, and if 
that guarantee should not be sufficient, 
then the guarantee is assumed by all the 
clearing houses organized under this 
act in all the states and territories. This 
would pledge the banking capital of the 
country for the redemption of the cur— 
rency issued by the clearing houses, and 
thus place the responsibility therefor 
where it belongs—that is, on the capital 
which is benefited by the issue and on 
the banks whose business it is to super— 
vise the granting of credits. The addi- 
tion of these last guarantees adds a 
sixth, seventh, and eighth name to the 
security of the paper currency which 
would thus be issued, and thus raises it 
to a rank of credit which can not be 
reached by any other means short ofa 
government guarantee, 

Fifth. Notes issued by one clearing 
house are to be received in payment of 
debts through any other, and thus the 
notes would be maintained at par over 
the whole country. 

The endeavor is to produce in this 
form of currency as strong a security as 
the banks of the country can make. 
There should be no possibility of doubt 
or chance of difficulty in prompt pay- 
ment in connection with it. The notes 
are intended to be such as Professor 
Sumner describes, ‘‘ whose credit can 
not fail in the wildest panic.” Only 
notes of that description will be sought 
as a relief in a panic. 

The example of clearing houses when 
they issue certificates during a panic 
should be taken as conclusive in this 
matter. The kind of currency they 
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make for themselves is not too good for 
the public. 

The public should be satisfied with 
nothing less good than that which satis- 
fies the banks. Can banks take the 
position that when they make a currency 
for themselves they make it absolutely 
as good as they can make it, but when 
they make a currency for the public it 
need not be so good, and occasional 
losses on it must be expected? No 
losses were ever made on clearing-house 
certificates because they are issued on 
the principles which have been incor— 
porated in this bill. But when an ex- 
pert appeared before the House Com- 
mittee on Banking and Currency in 
December, 1894, to advocate the issue 
of notes by banks under the Baltimore 
plan, in which the giving of security is 
frankly abandoned, he estimated the 
‘annual crop of insolvent notes,” to use 
his own words, at about $2,160,000. 
This loss under the Baltimore plan is to 
be carried primarily by the public and 
ultimately paid out of the assets of the 
failed bank. He acknowledges that 
these notes ‘‘might not be redeemed 
with quite the same promptness as they 
are under the now existing arrange- 
ments,” but this he considers a minor 
difference. . But is it so? The title 
‘sound currency” becomes a travesty 
when applied to such a system. 

If the public knows that there is to be 
expected under any system an annual 
crop of over two millions of insolvent 
and defaulted notes, does not that 
vitiate and taint the whole mass ? Does 
it not require considerable assurance 
for the banks to send their experts here 
to advocate a system of note issues on 
which the profits go to the banks and 
the losses to the public? No, gentle- 
men, the country looks to congress to 
provide a note circulation on which the 
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losses shall be borne by those who make 
money out of it, and which shall be so 
good that the banks themselves shall 
maintain it at par from one end of the 
country tothe other. This result can 
be reached by incorporating clearing 
houses as provided in this bill. A loan 
committee would then pass upon the 
sufficiency of any collateral which was 
offered as security for currency. The 
loan committee would be interested in 
avoiding a loss which if made wouid 
fall in part upon their own banks, ‘‘The 
principle of fellowship in business 
undeylying the state-bank system,”’ re- 
ferred to by Hoyt Sherman in his ad- 
dress before the bankers of lowa in 
1894, which worked so well in that sys- 
tem, would also prevent losses from 
contingent liability under a clearing 
house system. No bank note circula- 
tion should be authorized by congress 
which is not good enough for the banks 
themselves. If the banks wish the 
privilege of issuing notes, the test of 
their goodness should be, Will they 
accept the currency at their own coun- 
ters always at par? If the answer is 
no, then the currency is not good 
enough for the public, It can, 
course, be made good enough by put- 
ting enough security back of it Wit- 
ness the national bank currency which 
is secured by government bonds. 

The principle of a secured currency 
is the second of the accepted doctrines 
of the financial creed of the United 
States. It is a principle which cannot 
be adandoned as long as we have a gov- 
ernment of the people, and for the 
people, and by the people. It has 
grown out of onr republican institu- 
tions; it is an integral and necessary 
part of vanking under general laws; a 
kind of banking which prevails nowhere 
else but in the United States. It wasa 
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new principle when it first took shape 
in the New York law of 1838; it was in- 
corporated in the charter of the Bank of 
England in 1844, and bas been the basis 
of the national currency act of this 
country since 1863. It is futile as well 
as unsafe for the advocates of miscalled 
“sound currency” to urge the frank 
abandonment of that principle, as they 
have done in the Baltimore plan and in 
their various publications. 

A secured currency merely means a 
note issue for the redemption of which 
ample collaterals have been deposited 
in the hands of a trustee. It might 
better be called a trustee currency, for 
all currency is supposed to be secured, 
and the only difference is in the custod- 
ian of the security. Is the custodian the 
bank who issues the notes, or is it an 
entirely separate and distinct party who 
acts as trustee for the note holder ? 

It 1s evident that the note holder re- 
quires the services of a trustee. An 


issue of obligations, which is to be 
divided up among numerous owners is 
most conveniently made under some 


form of trust. ‘this is the rule 
with railroad mortgages. It applies 
with greater force to currency. The 
proposition that the currency of our 
country shall be issued by numerous 
banks, and the goodness of each note 
shall depend on the soundness of its 
issuer, is entirely inadmissible. As the 
business of the country demands num- 
erous banks, the soundness of the cur— 
rency must depend on collateral security 
placed in the hands of a trustee. If the 
security is government bonds and the 
trustee the treasurer of the United 
States, confidence in currency so issued 
is immediately established. 

But there is a radical difficulty with 
government bonds as the basis of cur- 
rency. They do not represent the busi- 
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ness transactions of the country, They 
do not represent the commodities to 
move which currency is wanted, and it 
is therefore inflexible and inelastic. An 
elastic currency must be issued for the 
purpose of trade and commerce. When 
so issued it comes into existence when 
wanted, and when it has served its pur- 
pose it is retired. It is capital created 
for a temporary purpose. Trade and 
commerce are represented by the ob- 
ligations of merchants, therefore the 
commercial assets of the banks are the 
true basis for the issue of currency, and 
when so issued the currency is neces— 
sarily elastic. 

The note holder cannot inspect the 
condition of the bank issuing the notes, 
nor the character of the commercial as- 
sets on which the notes are issued. He 
must take both on faith or credit. The 
note holder gives his confidence com- 
pletely, and he withdraws it in the same 
way. Ifthere is no trustee to act for 
him he must act for himself, and this he 
does in short order by presenting the 
notes for redemption. But if there isa 
trustee to act for him and the trustee 
holds ample security to protect him,and 
if any possible loss is protected by ade- 
quate guaranties, then his mind is at 
rest and the notes pass as money with- 
out question and are received freely. 
So the services of a trustee to watch the 
interests of the public is an absolutely 
essential feature in any system which 
is to give a sound currency to the 
people. 

The trustee named ir ‘hi: ‘Il who 
shallhold thecollateral set trity to the 
notes to be issued is the clearing house 
of issue. Ofthis grade there is pro- 
vided one foreach state, and any clear- 
ing house effecting annual clearings of 
$z00,000,000 may become such, The 
confidence of the people of a state 
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would naturally be given to the clear- 
ing house of issue of their own state, 
State pride would be invoked to keep 
its management and credit good. Each 
state would thus have the naming of 
the trustee who shall hold the securities 
collateral to the notes issued in their 
own borders. No one could call in 
question the faithfulness of such a trus- 
tee. The provision contained in the 
tenth section that the clearing houses of 
a state are primarily responsible for 
any loss from the insufficiency of the 
collateral pledged would produce such 
scrunity and care that it is improbable 
that there would be any annual crop of 
insolvent notes, and if any, the amount 
would be small. The prospect of acon- 
tingent liability to loss would be sure to 
produce caution and conservative ac— 
tion, as was the case with the old state 
bank system. 

A currency to be acceptable to the 
people must be at par in all parts of the 
country. 

This is the third and last article of the 
short financial creed of the United States, 
The people demand that the govern- 
ment shall require that all money which 
it authorizes to be issued shall be main- 
tained at a parity, to the end that each 
dollar, whatever may be its composi-— 
tion, shall have equal purchasing and 
debt- paying power with every other dol- 
lar, that no currency shall be issued 
which is not convertible into coin. In 
section 12 it is provided that the circu- 
lating notes issued in accordance with 
the provisions of this bill shall be re- 
ceived at par at all the clearing houses 
organized under this act. Other acts and 
bills provide that notes shall be good at 
the counter of the bank issuing them, 
and that if not paid on demand the 
bank’s assets shall be liquidated and the 
notes paid out of the proceeds. This 
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would seem to proceed on the assump— 
tion that the bank confers a favor on 
the community by issuing its notes, 
whereas the fact is that the people con- 
fer the favor on the bank by allowing it 
to issue and circulate its notes as money. 

If the people give to the banks this 
opportunity to engage in a productive 
business,the banks should not only guar- 
antee the public against ultimate loss, 
but against any delay. 

Time is money. If a man’s solvency 
depends on the payment af a note and 
he has the bank bills in hand for that 
purpose, it is no consolation to be told 
that the bills are not good now, but are 
sure to be paid in a year or two by means 
of a sinking fund or a liquidation. It 
is a contradiction of terms to speak of 
a currency that is not good at all times 
and in all places. The banks should pay 
the currency of defaulted banks and re- 
lieve the public of the annual crop of 
insolvent notes, and repay them from 
the proceeds of the liquidation. If there 
were any insolvent notes, they would be 
the result of errors of judgment on the 
part of the banks. The banks are in a 
position to carry such notes with ease, 
whereas they are a grievous burden to 
the community. The features of a clear- 
ing house currency then are: 

First. Selected commercial assets as 
collateral. 

Second. The issue of circulating 
notes to be at 75 per cent. of estimated 
value. 

Third. A pledge with a trustee, 

Fourth. Convertibility on demand 
through all clearing houses in the 
United States. 

If it is said that these provisions are 
too onerous, the reply is that nothing 
less secure should be authorized by 
Congress, A single panic is more 
onerous than any measure of relief 
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which will ward it off. If ‘tan enlarged 
accommodation is the true remedy for 
that occasional failure of confidence to 
which our system of paper credit is un- 
avoidably exposed,” that accommoda-— 
must be in the ‘‘notes of a bank of issue 
whose ¢redit cannot fail in the wildest 
panic.” 

Various objections to this method of 
issuing currency have been presented 
and answered, and now let us consider 
the advantages which the operation of 
the bill gives both to banks and the 
community. 

The chief benefit to both banks and 
the people is the immunity from 
monetary panics which it would secure. 
A monetary panic is not always a failure 
of confidence in the banks or the gov- 
ernment or in the goodness of the cur- 
rency. It is often simply an awakening 
to the fact that depositors have with- 
drawn currency, and banks generally 
are too near the point of exhaustion and 
that no reliefis in sight. A general with- 
drawal of 1o per cent. would produce 
this, The incorporation of clearing 
houses under United States laws, with 
power to issue a solid currency, would 
relieve this apprehension. 


The railway 
or manufacturing corporation with their 


weekly and monthly payrolls to meet, 
the merchant with his bills and 
notes to pay, would not have to go into 
the market and buy currency for their 
wants or pay extravagant rates for 
money. All necessity for hoarding cur- 
rency would be removed, for who would 
hoard that of which there would always 
be a plentiful supply on good collaterals? 
The way our banking system is running 
now may be compared to an engine 
without a safety valve. If the engineer 
will only watch closely enough, and if 
the steam never rises above the danger 
point, there is no fear of an explosion. 


and 
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It is against common sense to run an 
engine without a safety valve, and so 
the law should provide a safety valve 
attachment to be put upon banking and 
commerce, in order that explosions in 
the form of panics might not be con-— 
stantly following every increased pres- 
sure on the money market. Nor could 
a farmer successfully cultivate his fields 
if he were exposed to frequent earth— 
quakes and eruptions. Stability of the 
earth’s surface is not more essential to 
farming than freedom from the up- 
heavals of financial panics is to trade, 

It might be asked why a new method 
of issuing clearing-house currency 
should be adopted when banks of the 
large money centers now may and do is- 
sue their clearing house certificates when 
occasion demands? The answer is that 
the issuing of clearing-house certificates 
means the paying out of currency to an 
equal extent; and this is a most danger- 
ous course forinterior banks. The cur- 
rency goes out but never comes back, 
and serious trouble would thereby be 
occasioned. But power to issue clear— 
ing- house currency has the opposite ef- 
fect. The gold and legal tender reserve 
is retained, and the clearing-house cur- 
rency has a local circulation. If used 
in the purchase of produce, the notes 
would not perform their circuit before 
the proceeds of the produce could be in 
bank to meet them. 

In section g, lines 33 and 34, itis pro- 
vided that the charges for issues of cir- 
culating notes shall be regulated by each 
clearing house of issue. This places the 
whole matter of profit on circulation 
under the control of clearing houses, 
The profit might be divided between the 
bank receiving the notes and the clear- 
ing house of issue, but it is evident that 
there would be both accommodation and 
profit from the issues. 
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A community of interest among banks 
such as was successfully in operation 
under the state bank system of Indiana, 
Ohio, Iowa and other states and is pro- 
vided in our bill, involves a closer rela- 
tionship than at present exists among 
banks. If banks receive at par the 
clearing-house currency issued in other 
parts of the country from their own, it 
becames immediately a practical neces- 
sity that representatives of distant banks 
should meet each other, exchange views, 
and adopt regulations to govern bank- 
ing transactions. Also that representa- 
tives of banks within clearing house dis- 
tricts should meet at stated times for 
the same purpose. There would be a 


practical object in these meetings. Ex- 
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perience would be exchanged, and a 
mass of information gathered which 
would promote conservative manage- 
ment. 

-Provision is therefore made in sec- 
tions 23 and 24 of this bill for the forma- 
tion of state and national banking as- 
sociations. The meetings of state as- 
sociations and the national convention 
would give opportunities for accustom— 
ing our banks to united action. These 
unions would strengthen our national 
life, and in any occasion of great emer— 
gency our banks would be trained to 
use and exercise their power for the 
public benefit. If the financial scepter 
is ever to pass across the Atlantic, our 
hands must be made ready to hold it. 


THE BILL (H. R. 3338) TO INCORPORATE CLEARING HOUSES AND PROVIDE CLEARING- 
HOUSE CURRENCY, ETC, 


The following bill, prepared by Theodore Gilman, was introduced in the House of Representatives by Mr 
Fairchild, January 7, 1896, read twice, referred to the Committee on banking and Currency, and 


ordered to be printed. 


A bill to protect and support commercial credit, 
to equalize rates of interest, to provide forthe 
incorporation of clearing houses, to regulate 
and define their operations, to provide aclear- 
ing house currency secured by pledge of com- 
mercial assets and the responsibility of the 
associated banks, and to provide for the cir- 
culation and redemption thereof. 


Be it enacted by the Senate and House of 
Representatives of the United States of America 
in Congress assembled, that associations, to be 
known as clearing houses, for the settlement of 
money transactions by effecting clearances be- 
tween banks, and for doing other business tor 
and between banks, not inconsistent with the 
provisions of this act,may be formed by any 
number of banks, not less than five, duly in- 
corporated, either under the national currency 
act or under the laws of any state or territory of 
which a majority shall be organized under the 
national currency act, in any city of not less 
than six thousand inhabitants, who shall enter 
into articles of association for the regulation of 
the business of the association and the conduct 


of its affairs, which said articles shall be ap- 
proved by the stockholders of each bank unit- 
ing to form the association at a meeting called 
for the purpose and shall be signed by the offi- 
cers of each bank by authority conferred upon 
them to do so by vote of the stockholders,and a 
copy of them forwarded to the comptroller of the 
currency, to be filed and preserved in his office. 


Sec. 2. That the banks uniting to form such 
an association shall, by their proper officers, 
make an organization certificate, which shall 
specify— 

First. The nameassumed by such association, 
which name shall be ‘‘The Clearing House of 
(giving the name of the city where located and 
where its business of effecting clearances shall 
be carried on).” 

Second. The names, the amounts of the capi- 
tal stock, and the number of shares into which 
it is divided, of the banks composing the asso- 
ciation. 

Third. A declaration that said certificate is 
made to enable such banks to avail themselves 
of the advantages of this act. 
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he said certificate shall be acknowledged be- 
fore a judge of some court of record or a notary 
public, and such certificate, with the ac- 
knowledgment thereof authenticated by the 
seal of such court, shall be transmitted to the 
comptroller of the currency, who shall record 
and carefully preserve the same in his office. 
Copies of such certificate, duiy certified by the 
comptroller and authenticated by his seal of 
office, shall be legal and sufficient evidence in 
all courts and places within the United States, 
or the jurisdiction of the Government thereof, 
of the existence of such association and of every 
other matter or thing which could be proved by 
the production of the original certificate. 

Src. 3. Thatevery association formed pur- 
suant to the provisions of this act shall, from 
the date of the execution of its organization 
certificate, be a body corporate, but shall trans- 
act no business except such as may be inci- 
dental to its organization, and necessarily pre- 
liminary, until authorized by the comptroller of 
the currency to commence the business of effect- 
ing clearances. Such associations shall have 
power to adopt a corporate seal and shall have 
succession by the name designated in its organ- 
ization certificate for the period of twenty years 
from its organization, unless sooner dissolved 
according to the provisions of its articles of as- 
sociation, or by act of the banks owuing two- 
thirds of the capital stock represented in the 
association, or unless the franchise shall be for- 
feited by a violation of this act; by such name 
it may make contracts, sue and be sued, com- 
plain and defend in any court of law or equity, 
as fully as natural persons; it may elect or ap- 
point directors, and by its board of directors ap- 
point a president, vice-president, treasurer and 
other officers, define their duties, require bonds 
of them, and fix the penalty thereof, dismiss 
said officers, or any of them, at pleasure, ap- 
point others to fill their places, and exercise 
under this act all such incidental powers as 
shall be necessary to carry on the business of a 
clearing house for the setthement of .money 
transactions by the mutual set-oft of debits and 
credits, commonly called making clearances for 
banks,and by obtainingand issuing to the banks 
composing the association notes according to 
the provisions of this act, and by acting as 
trustee for the note holders in accordance with 
the provisions of this act, by receiving and 
holding in trust securities pledged by the mem- 
bers of the association as collateral to the notes 
issued to them, to be called ‘clearing-house 
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currency,” and by acting for the members of 
the association in their united capacity when 
authorized to do so by a majority vote of said 
members; and its board of directors shall also 
have power to define and regulate by by-laws 
not inconsistent with the provisions of this act 
the manner in which its directors shall be 
elected or appointed, its officers appointed, its 
property transferred, its general business con- 
ducted, and all the privileges granted by this 
act to associations organized under it shall be 
exercised and enjoyed; and its usual business 
shall be transacted at an office or banking house 
located in the place specified in its organization 
certificate. 

Sec. 4. That the affairs of every association 
shall be managed by not lessthan nine directors, 
one of whom shall be the president, a majority 
of whom shall be directors in banks, members 
of the association which are organized under 
the national currency act. Every director shall, 
during his whole term of service, be a citizen 
of the United States, and at least two-thirds of 
the directors shall have resided in the State, 
territory, or district in which such association is 
located one year next preceding their election 
as directors, and be residents of same during 
their continuance in office. Each director when 
appointed or elected shall take an oath that he 
will, so far as the duty devolves on him, dili- 
gently and honestly administer the affairs of 
such association and not knowingly violate, or 
willingly permit to be violated, any of the pro- 
visions of this act which oath, subscribed by 
himself and certified by the officer before whom 
it is taken, shall be immediately transferred to 
the comptroller of the currency, and by him 
filed and preserved in his office. At the annual 
meetings there shall be appointed or electeda 
loan committee, whose duties shall be as de- 
scribed in sections nine and ten of this act. 
Members of this committee shall not be eligible 
for re-election or reappointment until one year 
after their terms of office shall have expired. 
They shall be divided into three classes at their 
first election or appointment, one-third shall 
serve one year, one-third two years, and one- 
third three years, and at every election or ap- 
pointment thereafter they shall be elected or 
appointed for aterm of three years. 

Sec. 5. That the directors of any association 
first elected or appointed shall hold their places 
until their successors shall be elected and quali- 
fied. Ail subsequent elections shall be held an- 
nually on such day in the month of January as 
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may be specified in the articles of association, 
and directors so elected shall hold their places 
for one year and until their successors are 
elected and qualified. Butany director having 
in any manner become disqualified shall there- 
by vacate his place. Any vacancy in the board 
shall be filled by appointment by the remaining 
directors, and any director so appointed shall 
hold his place until the next election. If from 
any cause an election of directors shall not be 
made at the time appointed, the association 
shall not for that cause be dissolved, but an 
election may be held on any subsequent day, 
thirty days’ notice thereof in all cases having 
been given in a newspaper published in the 
city, town, or county in which the association 
is located. If the articles of associationdo not 
fix the day on which the election shall be held, 
or if the election should not be held on the day 
fixed, the day for the election shall be desig- 
nated by the board of directors in their by-laws 
or otherwise. Provided, That if the directors 
fail to fix the day, as aforesaid, banks repre- 
senting two-thirds of the capital steck repre- 
sented in the association may, 

Sec, 6. That in all elections of directors, and 
in deciding all questions at meetings of mem- 
bers of the association, each bank member shall 
be entitled to a representation equal to the 
minimum number of directors allowed by law 
to said bank, but no bank organized undera 
state or territory law shall be entitled to a 
greater representation at such meetings than 
that of a national bank. 
who shall be appointed to represent said bank 
at meetings of the association may vote by 
proxy duly authorized in writing, but no officer, 
clerk, teller, or bookkeeper of such association 
shall actas proxy, and no bank any of whose 
liabilities are past due and unpaid shall be al- 
lowed representation in the board of directors 
or at the meetings of the association. 

Sec. 7. Thatif, upon a careful examination 
of the facts so reported, and of any other facts 
which may come to the knowledge of the comp- 
troller, whether by means of a special commis- 
sion appointed by him for the purpose of in- 
quiring into the condition of such association 
or otherwise, it shall appear that such associa- 
tion is lawfully entitled to commence the busi- 
ness ofa clearing house as described in this act, 
the comptroller shall give to such association a 
certificate, under his hand and official seal, that 
such association has complied with all the pro- 
visions of this act required to be complied with 
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before being entitled to commence the business 
of a clearing house under it, and that such as. 
sociation is authorized to commence said _busi- 
ness accordingly; and it shall be the duty of the 
association to cause said certificate to be pub- 
lished in the city or county where the associa- 
tion is located for at least sixty days after the 
issuing thereof. 

Sec. 8. That the clearing house association 
organized under this act, in the chief commer- 
cial city in each state, or in the city most cen- 
tral and convenient for business in each state, 
or any clearing house so organized effecting 
bank clearings of over two hundred million dol- 
lars annually, to be designated and approved 
by the comptroller of the currency, shall be 
made a clearing house of issue. And if there 
shall be more than one clearing house of issue 
in a state, then the comptroller of the currency 
shall divide the state into clearing-house dis- 
tricts, and banks in each state or district shall 
do business only with the clearing house of is- 
sue in their district. 

Sec. 9. That a clearing house of issue shall 
be authorized and empowered to receive from 
its bank members, or from any clearing house 
within the state or district in which it is located, 
commercial assets, promissory notes, bills of ex- 
change, convertible bonds and stocks, and other 
securities and evidences of debtas collateral 
security for the circulating notes of the said as- 
sociation to be issued, as provided in this act, 
and on the approval of the value of said com- 
mercial assets by its loan committee, the said 
association may deliver to said bank member,or 
to the clearing house within its district, 75 per 
centum of said value in its said circulating 
notes as an advance upon said pledged prop- 
erty, and shall require from said bank member 
or from said clearing house association its 
promissory note of equal amount, which note 
shall be in form as approved by said clearing 
house of issue. The bankor association taking 
said circulating notes shall engage to redeem 
them at all times when called upon to do so by 
the association issuing the notes and to give 
any additional collateral needed to restore any 
depreciation in the value of the assets pledged, 
on demand; and on failure to comply with such 
demands before the close of business hours of the 
day when made,said bank or association shall be 
adjudged in default, and shall be thereupon 
closed pending an examination by a committee 
from the association which issued the notes. 
On recommendation by the examining commit- 





=_ 


—sS ose FF Www Oo we™ 


A CLEARING HOUSE CURRENCY. 157 


tee, the loan committee shall proceed to liquid- 
ate the loan by turning the securities into cash, 
in accordance with the method provided in sec- 
tion ten, The bank or clearing house taking 
said notes, may release its securities from 
pledge by depositing with the said clearing 
house of issue, clearing-house currency, United 
States legal-tender notes, or coin certificates, 
with any charges made by said clearing house 
of issue, whereupon it shall be entitled to and 
shall receive all its securities so pledged. The 
charges shal! be regulated by each clearing 
house of issue. Upon the receipt of such de- 
posit the clearing house of issue shall imme- 
diately give notice in a newspaper published in 
the city, town, or county in which the associa- 
tion is located, which notice shall be published 
at least once a week for six months successive- 
ly, that the notes of such association or clearing 
house will be redeemed at par; and that all the 
outstanding circulating notes of such associa- 
tion or clearing house must be presented for 
redemption within six years from the date of 
such notice and all notes which shall not be 
thus presented for redemption and payment 
within the time specified in such notice, shall 
cease to be a charge upon the funds in the 
hands of the clearing house for that purpose. 
At the expiration of such notice, it shall be law- 
ful for the clearing house of issue to surrender, 
and such association or clearing house, or their 
legal representatives, shall be entitled to receive 
all the money remaining after such redemption, 
except so much thereof as may be necessary to 
pay the reasonable expenses chargeable against 
the said accounts, including the payment for 
the publication of the above-mentioned notices. 

Sec, to, That each bank or clearing house 
taking such circulating notes shall guarantee 
the clearing house of issue from loss resulting 
from such issue to them, and in case of a de- 
fault in the payment of a loan when demanded 
by the clearing house of issue or of default 
arising in any other manner, then it shall be 
the duty of said clearing house of issue, if the de- 
fault is made by a clearing house in its state or 
district, to levy upon the remaining clearing 
houses in said State or district, in proportion to 
their capital, a sufficient sum to provide for the 
payment of said lean, and if the detault is made 
by a bank member of its own clearing house to 
levy upon the other bank members in propor- 
tion to their capital a sufficient sum to provide 
for the payment of said loan, which sum shall 
be held for the payment and redemption of the 


circulating notes so issued. And if enough 
money cannot be obtained by such assessments, 
then it shall be the duty of said clearing house 
of issue to report to the comptroller of the cur- 
rency the fact of said default, and it shall be 
his duty to levy a further assessment upon all 
the clearing houses organized under this act in 
all the states and territories until such sum is 
secured, in which case the funds so raised by 
the comptroller shall be paid by him to the 
treasurer of the United States as a special fund 
to pay the circulating notes of the defaulting 
bank or clearing house, and he shall appointa 
receiver for the collateral securities to the loan 
or loans in default, who shal! take possession 
thereof and turn them into cash and distribute 
the proceeds to the banks which have contrib- 
uted to the assessment, and any surplus after 
reimbursing them their advances shall be 
handed over to the bank in default or its legal 
representative. Butif the assessment by the 
clearing house of issue is sufficient to provide 
the needed funds, then the collaterals shall be 
administered upon and turned into cash by the 
loan committee or by a liquidating committee 
of said clearing house of issue and the cash pro- 
ceeds shall be appropriated as above provided. 
At no time shall the total amount of such notes 
issued to any bank or clearing house exceed the 
amount at such time actually paid in of the 
capital stcck of the bank or banks composing 
the clearing house so applying. And said loan 
committee are charged with the duty of super- 
vising said loans so as to maintain the margin 
of value of the collateral security, and shall de 
mand additional securities to make good any 
depreciation in their value, and they may allow 
withdrawals and substitutions of securities 
which shall not diminish the said value. 

Sec. 11, That in order to furnish suitable 
notes for circulation, as provided in this act,the 
comptroller of the currency is hereby authorized 
and required, under the direction of the secre- 
tary of the treasury, to cause plates and dies to 
be engraved, in the best manner, to guard 
against counterfeiting and fraudulent altera- 
tions, andto have printed therefrom, and num- 
bered, such quantity of circulating notes, in 
blank, of the denominations of one dollar, two 
dollars, five dollars, ten dollars, twenty dollars, 
fifty dollars, one hundred dollars, five hundred 
dollars, and one thousand dollars, as may be 
required to supply under this act the associa- 
tions entitled to receive the same, which notes 
shall express upon their face that they are se- 
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cured by deposit with the clearing house of is- 
sue at (naming the city) of commercial assets at 
75 per centum of their market value, and that 
said clearing house holds said assets as trustee 
for the note holder to secure their payment, 
which payment is guaranteed by the associated 
banks of the United States through any clearing 
house, and shall be attested by the signatures 
of the president or vice-president and treasurer 
of said clearing house of issue as for account of 
the bank or clearing house receiving said notes, 
and on requisition of a clearing house of issue 
the comptroller of the currency shall forward 
the amount of blank notes in denominations as 
called for as may be required to supply the 
banks or clearing houses entitled to receive the 
same under this act, 

Sec, 12, That after any such clearing house 
of issue shall have caused its promises to pay 
such notes on demand to be signed by the 
president or vice-president and treasurer there- 
of, in such manner as to make them obligatory 
promissory notes, payable on demand, such 
clearing house of issue shall deliver them to the 
bank or clearing house association entitled to 
receive them, whoare hereby authorized to is- 
sue and circulate the same as money, and the 
same shall be received at par at all the clearing 
houses in the United States organized under 
this act, and said clearing house of issue shall 
thereupon forward to the comptroller of the cur- 
rency a certificate setting forth the amount of 
notes delivered, the name of the bank or clear- 
ing house receiving same, and the amount of 
the collateral security held in trust for their re- 
demption. 

Sec. 13. That it shall be the duty of the clear- 
ing house of issue to receive worn-out or 
mutilated circulating notes issued by it to any 
bank or clearing house, and also, on due proof 
of the destruction of any such circulating notes, 
to deliverin place thereof other circulating notes 
of like tenor and amount. And such worn-out 
or mutilated notes, after a memorandum shall 
have been entered in the proper books, as may 
be established by the clearing house of issue, as 
wellas all circulating notes which shall have 
been paid or surrendered to be canceled shall 
be burned to ashes in presence of three persons, 
one to be appointed by the comptroller of the 
currency, one by the clearing house of issue, 
and one by the bank or clearing house on whose 
account they were issued, and a certificate of 
such burning shall be made on the books of the 
clearing house of issue, and duplicates for- 
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warded tothe comptroller of the currency and 
to the bank or clearing house whose notes are 
thus canceled. 

Sec. 14. Thatit shall be unlawful for any 
officer acting under the provisions of this act to 
countersign or deliver to any association or to 
any other company or persons any circulating 
notes contemplated by this act, except as here- 
inbefore provided and in accordance with the 
true intent and meaning of this act. Any officer 
who shall violate the provisions of this section 
shall be deemed guilty of a high misdemeanor, 
and on conviction thereof shall be punished by 
fine not exceeding double the amount so coun- 
tersigned and delivered and imprisonment not 
less than one year and not exceeding fifteen 
years, at the discretion of the court in which he 
shall be tried. 

Sec. 15. That it shall be lawful for any such 
association to purchase, hold, and convey real 
estate as follows: 

First. Such as shall be necessary for its im- 
mediate accommodation in the transaction of 
its business. 

Second. Such as shall be mortgaged to it in 
good faith by way of security for debts previous- 
ly contracted. 

Third. Such as shall be conveyed in satisfac- 
tion of debts previously contracted in the course 
of its dealings. 

Fourth. Such as it shall purchase at sales 
under judgment, decrees, or mortgages held by 
such association, or shall purchase to secure 
debts due to said association. 

Such association shall not purchase or hold 
real estate in any other case or for any other 
purpose than as specified in this section, nor 
shall it hold the possession of any real estate 
under mortgage, or hold the title and possesion 
of any realestate purchased to secure any debts 
due to it for a longer period than five years. 

Sec. 16. That the plates and special dies to 
be procured by the comptroller of the currency 
for the printing of such circulating notes shall 
remain under his control and direction, and the 
expense necessarily incurred in executing the 
provisions of this act, respecting the procuring 
of such notes and all other expenses of the 
bureau, shall be assessed each year upon the 
clearing houses organized under this act, in 
proportion to the capital stock of their mem- 
bers. 

Sec. 17. Thatthe comptroller of the currency, 
with the approbation of the secretary of the 
treasury, as often as shall be deemed necessary 
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or proper or at the request of any clearing 
house, shall appoint a suitable person or per- 
sons to make an examination of the affairs of 
every association organized under this act, 
which personshall not be adirector or other offi- 
cer in any association whose affairs he shall be 
appointed to examine, and who shall have 
power to make a thorough examination into all 
the affairs of the association, and in doing so to 
examine any of the officers and agents thereof 
on oath, and shall make a full and detailed re- 
port of the condition of the association to the 
comptroller, who shall fix the compensation for 
his services. 

Sec. 18. That every president, director, 
treasurer, teller, clerk, or agent of any associa- 
tion who shall embezzle, abstract, or willfully 
misapply any of the moneys, funds or credits 
of the association, or shall, without authority 
from the directors, issue or put in circulation 
any of the notes of the association, or shall, 
without such authority, assign any note, bond, 
draft, billof exchange, mortgage, judgment, or 
decree, or shall make any false entry in any 
book, report, or statement of the association 
with intent in either case to injure or defraud 
the association, or any other company, body 
politic or corporate, or any individual person, 
or to deceiveany officer cf the association, or 
any agent appointed to examine the affairs of 
any such association, shall be deemed guilty of 
a misdemeanor, and upon conviction thereof 
shall be punished by imprisonment not less 
than five nor more than ten years. 

Sec. 19. That every person who shall muti- 
late, cut, deface, disfigure, or perforate with 
holes, or shall unite or cement together, or do 
any other thing to any note issued by any such 
association, or shall cause or procure the same 
to be done, with intent to render such note un- 
fitto be reissued by said association, shall upon 
conviction, forfeit fifty dollars to the association 
who shall be injured thereby, to be recovered 
by action in any court having jurisdiction. 

Sec. 20, That if any person shall falsely 
make, forge, or counterfeit, or cause or procure 
to be made, forged, or counterfeited, or willing- 
ly aid or assist in falsely making, forging, or 
counterfeiting, any note in imitation of, or pur- 
porting to be in imitation of, the circulating 
notes issued under the provisions of this act, or 
shall pass, utter, or publish or attempt to 
pass, utter or publish any false, forged, 
or counterfeited note, purporting to be issued 
by any association doing business under the 
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provisions of this act, knowing the same to be 
falsely made, forged, or counterfeited, or shall 
falsely alter, or cause or procure to be falsely 
altered, or willingly aid or assist in falsely 
altering, any such circulating notes, issued as 
aforesaid, or shall pass, utter, or publish, or at- 
tempt to pass, utter or publish, as true, any 
falsely altered or spurious circulating note is- 
sued, or purporting to have been issued, as 
aforesaid, knowing the same to be falsely 
altered or spurious, every such person shall be 
deemed and adjudged guilty of felony, and 
being thereof convicted by due course of law 
shall be sentenced to be imprisoned and kept at 
hard labor for a period of not less than five 
years nor more than fifteen years, and fined in 
a sum not exceeding one thousand dollars. 

Sec, 21. That if any person shall make or en- 
grave, Or cause or procure to be made or en- 
graved, or shall have in his custody or posses- 
sion any plate, die, or block after the similitude 
of any plate, die, or block from which any cir- 
culating notes, issued as aforesaid, shall have 
been prepared or printed, with intent to use 
such plate, die, or block, or cause or suffer the 
same to be used, in forging or counterfeiting 
any of the notes issued as aforesaid, or shall 
have in his custody or possession any blank 
note or notes engraved and printed after the 
similitude of any notes issued as aforesaid,with 
intent to use such blanks, or cause or suffer the 
same to be used, in forging or counterfeiting 
any of the notes issued as aforesaid, or shall 
have in his custody or possession any paper 
adapted to the making of such notes, and simi- 
lar tothe paper upon which any such notes 
shall have been issued, with intentto use such 
paper, or cause or suffer the same to be used, in 
forging or counterfeiting any of the notes is- 
sued as aforesaid, every such person, being 
thereof convicted by due course of law shall be 
sentenced to be imprisoned and kept to hard 
labor for a term not less than five or more than 
fifteen years, and fined in the sum not exceed- 
ing one thousand dollars. 

Sec. 22. That it shall be the duty of the 
comptroller of the currency to report annually 
to Congress atthe commencement of its session: 

First. A summary of the operations and con- 
dition of every association from whom reports 
have been received the preceding year, at the 
several dates to which such reports refer, with 
an abstract of the whole amount of their debts 
and liabilities, the amount of circulating notes 
outstanding, and the total amount of means 





THE BANKING 


160 


and resources, specifying the amount of lawful 
money held by them atthe times of their several 
returns, and such other information in relation 
to said associations as in his judgment may be 
useful. 

Second. A statement of associations whose 
business has been closed during the year, with 
the amount of their circulation redeemed and 
amount outstanding. 

Third. Any amendment tothe laws relative 
to clearing houses, by which the system may be 
improved, and the security of the holders of 
their notes may be increased. 

Fourth. The whole amount of the expenses 
of carrying out the provisions of this act. And 
such report shall be made by or before the first 
day of Lecember in each year, and the usual 
number of copies, for the use of the Senate and 
House, and one thousand for the use of the de- 
partment, shall be printed by the Public Printer 
and in readiness for distribution at the first 
meeting of Congress. 

Sec. 23. That the clearing houses organized 
under this act may organize among themselves 
associations to include the banks members 
thereof in any state or district, and may hold 
annual conventions and meetings at other 
times, for the formulation of rules and regula- 
tions for the conduct of their affairs and for the 
discussion of financial subjects and for the 
preservation and exchange of information, to 
govern the granting of credits, and when ap- 
proved by the secretary of the treasury, such 
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rules and regulations shall be binding upon the 
banks and clearing houses within said state 
and district. 

Sec. 24. That theclearing houses organized 
under this act may form a national association, 
which shall meet in convention annually, and 
whose object shall be the promotion of the in- 
terests of the banks of the United States receiv- 
ing the benefits of this act. and said convention 
may pass rules and regulations to govern the 
operations of clearing houses and the banks 
connected with same, which, when approved by 
the secretary of the treasury, shall be binding 
upon such clearing houses. The delegates to 
a state or district convention shall number one 
hundred, and to a general convention three 
hundred, which numbers divided into the ag— 
gregate of the banking capital represented wil! 
give in each case the amount of capital to be 
taken as the basis of representation. The 
comptroller of the currency may unite banks 
into voting groups where their separate capita) 
is below the basis of representation, and each 
group shall be entitled to one representative. 
All elections of representatives to conventions 
shall be by a majority vote of the directors en- 
titled to vote of single banks and banks com- 
posing groups; each bank shall have a vote 
equal to the minimum number of directors al- 
lowed to it by law, but no bank shall be allowed 
more votes than shall be givén to a national 
bank, and no bank shall have more than one 
representative in the national association. 


GOLD CONTRACTS IN MISSISSIPPI. 


Governor McLaurin, of Mississippi, has sent 
in tothe Legislature a message recommending 
that hereafter no contract for the payment of 
gold exclusively shall be permitted by statute in 
Mississippi, and one branch of the Legislature 
has passed a bill in accordance with the recom- 
mendation. The press of the state do not ap- 
pear to take favorably to the proposition. The 
Natchez Democrat condemns it as absurd. The 
Biloxi Herald says that a 15-year-old schoolboy 
could write a more able message. None of the 
Governor's predecessors, it adds, ‘‘ever held 


Mississippi up to the scorn of the business 
world by sending such a nonsensical document 
to the lawmaking body of the state, praying 
that its members vote themselves asses of the 
political cactus-eating breed.” And the Jack- 
son News says that this free-silver hurrah is 
all right in a political meeting and on the stump 
to tell the dear beloved people about, but it has 
no place on the statute books of the state. It is 
about time to drop this foolishness. The na- 
tional Democracy will never declare for free 
silver. 
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THE NEW YORK STATE BANKERS’ ASSOCIATION. 


In these United States, where there 
exist some ten thousand banks, national, 
state and private, not united under one 
management or controlling policy by 
any system ofa main bank with branches, 
but each institution being adistinct and 
isolated entity, experience has shown 
the necessity for a coming together and 
unity of action by these scattered banks 
on many subjects common to all, affect- 
ing the welfare of each. The sentiment 
for unity prevalent a century ago which 
first cemented the thirteen original 
states into one Union—‘‘United we 
stand; divided we fall”—and which has 
ever since been recognized as one of the 
foundation stones of our national pros- 
perity, is a truism which has much force 
when applied to the banks of this coun- 
try; for while unity of ownership and 
absolute control is not desirable, there 
is need and necessity for what may be 
termed educational unity, by means of 
which all may be enlightened as to their 
common needs and a uniformity of 
sentiment created which will govern the 
policy of individual banks. 

The formation of associations of banks 
in various states in recent years is evi- 
dence of the recognition of the necessity 
for such unity. From the annual meet- 
ings of these organizations, much good 
has resulted. The interchange of views 
has led to a common understanding and 
agreement upon many points, and the 
policies of individual banks have been 
governed accordingly. But year after 
year the problems which confront the 
banker and affect his welfare are increas- 
ing in number and perplexity, and the 
time is ripe for a more effective organ- 


ization of the banking interests in many 
of the states, and a more complete 
touch of elbows inter-state, for common 
interest and protection, With this ob- 
ject in view we are led to describe the 
organization of bankers in New York 
state which, although one of the younger 
of the state associations, is unique in 
character and to our mind presents a 
form of organization of the highest 
utility and effectiveness, As such itis a 
useful object of study. 


ORGANIZATION OF THE ASSOCIATION, 


The idea of an organization of the 
banks of the state of New York whose 
combined capital and surplus aggregate 
over $200,000,000 and who transact a 
business about equal in volume to all 
the other banks of the country, was first 
projected shortly after the Baring Panic 
in 1890, The subject was thoroughly 
discussed between bankers in different 
parts of the state and plans were agreed 
upon, but before definite action was 
taken, the panic of 1893 intervened and 
nothing was done until the Spring of 
1894. Then acall for an expression of 
opinion was sent out to the banks of 
the state, This call was liberally re- 
sponded to and it was found that 167 
banks were favorable to the project and 
but four unfavorable. The committee 
issuing the call thereupon held a confer- 
ence at Rochester on the 16th of June, 
1894, and on the 7th of July following, 
another meeting for the purpose of or- 
ganization was held in the city of 
Buffalo, which was attended by repre- 
sentative bankers from every part of the 
state. Shortly afterward a call was is- 
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sued for a convention on August 15 and 
16, 1894, at Saratoga, where the com- 
pleted association was _ successfully 
launched. 

Two annual conventions of the associa- 
tion have thus far been held, both at 
Saratoga. The first on August 15 and 
16, 1894, at which time the association 
had but 112 members, and the second 
July 10 and 11, 1895, when the member- 
ship had increased to 389. The present 
membership is 406 out of the 549 banks 
of the state. This large increase of 
membership indicates the general recog- 
nition of the effectiveness of the associa- 
tion. 

THE GROUP PLAN. 


The one prominent feature by which 
the New York State Bankers’ Associa— 
tion has} been especially distinguished 
from other organizations, and to which 
is largely attributable its success, is its 
organization upon what is called the 
‘‘Group Plan” which is patterned some- 
what after our state and national forms 
of government,* The state is divided 
into nine geographical groups or dis— 
tricts, each comprising from six to nine 
counties, and having one central city as 
a meeting place. Meetings of the bank- 
ers of each group are held quarterly on 
the third Saturdays of September, De- 
cember, March and June, or at such 
times as may be fixed upon by the 
group itself. Several of the groups 
have their own by-laws, but all are con- 
trolled by an executive committee of 
five, and the nine chairmen of these ex- 
ecutive committees, together with the 
officers of the Association and the ex- 
president of the preceding year consti- 
tute a ‘*Council of Administration ” 
which directs the affairs of the whole 
association. This Council also meets 





* This plan has also lately been adopted by the 
Pennsylvania Bankers’ Association, 
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quarterly, immediately after the meet- 
ings of the groups, and once a year the 
whole association meets at some centra! 
city. In this way the affairs of the as- 
sociation are both localized and cen- 
tralized. 

The effectiveness of such a form of 
organization is at once apparent. In- 
stead of one bankers’ association in the 
state of New York meeting but once a 
year, there are substantially nine local 
bankers’ associations which meet four 
times during the year, and then all as- 
semble once a year, ripe from their iocal 
councils. Prior to the group meetings 
next succeeding an annual convention, 
the president appoints a committee on 
topics to serve for the ensuing year. This 
committee selects from subjects which 
have been brought up in various ways a 
list of topics. These are printed and 


sent to the chairman of each group with 
instructions to have them presented for 
discussion at the next group meetings. 


After the meetings, the group chairmen 
are enabled to furnish the Council of 
Administration a report of the proceed- 
ings and the consensus of opinion in 
their respective groups upon the various 
topics discussed. Each group has its 
stenographer who reports verbatim the 
proceedings at every group meeting, 
and a report is sent to the president of 
the association to keep him in close touch 
with the workings of the entire state. 
By this means it is seen that all subjects 
of more than local concern arising at 
every group meeting reach the presi- 
dent, council of administration, and the 
committee on topics, and from them go 
to the other groups for discussion, At 
the time of the annual meeting, instead 
of there.being presented a mass of un- 
digested topics, many of which, not- 
withstanding their importance, are 
necessarily postponed for a year to en- 
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able a committee to investigate and re- 
port, the subjects presented are familiar 
to the entire association which is in posi- 
tion to intelligently discuss and take 
immediate action. 

To summarize some of the practical 
benefits derived from the group system: 
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by members of another, It results, as 
as has been already said, in more effec- 
tive work at the annual meeting of the 
association, It brings the members of 
each group into closer union for com— 
mon defense and protection, In one of 
the smaller groups all banks are con- 


James G. CANNON, President. 


It keeps alive the interest of the mem- 


bers in the work of the association 
throughout the entire year and as each 
group has its own set of officers it keeps 
active, in the interest of the association, 
a more numerous body of men, who are 
naturally ambitious to make the bodies 
over which they preside as useful as 
possible. The opportunities of personal 
acquaintance between members of the 
groups are increased, for frequently the 
meetings of one group will be attended 


nected by telephone, and if they desire 
to learn the standing and responsibility 
of any firm or corporation doing busi- 
ness with any member of the group they 
have made arrangements to call up the 
secretary on the telephone who will com- 
municate with the other members and 
report the result of his investigation. 
This method of intercommunication has 
already proved effective in frustrating 
attempts of parties to open several ac- 
counts with neighboring banks and ob- 
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tain lines of credit from each on the 
understanding with each bank that it 
was receiving all their business. It is 
also effective as a preventative of loss 
arising from local forgeries. The group 
system is capable of enlargement to a 
point where the banks in each group can 
be brought together in times of panic 
and tide over the periods of stringency 
by the issue of group certificates on ap- 
proved collateral, in analogy to the 
methods of the clearing houses in the 
larger cities, 


ROTATION OF OFFICERS, 


Another unique feature of the New 
York State Bankers’ Association is the 
rule prohibiting an officer from succeed- 
ing himself, This idea not only prevails 
in the main association, but also in the 
groups with one or two exceptions, so 
that every year the entire personnel of 
the officers of the association and of the 
groups are changed, thus giving the 
good bankers in each section a chance 
to come forward in turn and do their 
part towards building up the associa— 
tion. To guard against confusion in 
the transaction of business, however, 
the constitution and by-laws provide 
that the out-going president shall re- 
main a member ex-officio, of the Coun- 


cil of Administration for one year after 
his term of office as president expires. 


THE WORK OF THE ASSOCIATION, PAST 
AND PROSPECTIVE. 

While the New York State Bankers’ 
Association has been in existence less 
than two years, the work already ac- 
complished has been of immense benefit 
to the banking interests of the state. As 
a result of agitation and discussion, the 
Association has adopted uniform state- 
ments for borrowers which differ in 
make-up sufficiently to meet the needs 
of bankers in various sections of the 
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state. These have proved of great ser- 
vice to the members in ascertaining the 
financial responsibility of parties to 
whom they loan their funds. A promi- 
nent officer of the Association speaking 
of this subject says that the accomplish- 
ment of this alone is worth all the time 
and trouble involved in forming the 
Association. 

A committee of the Association now 
has in charge the establishment of a 
Bureau through which it is expected to 
detect and punish fraud and protect 
members against it by the dissemina- 
tion of information regarding unreliable 
and dishonest people. 

The secretary of the Association who 
resides in Albany is chairman of a com- 
mittee to furnish members with copies 
of all bills introduced in the state legis- 
lature which affect the banking interests 
of the state. 

The question of bank examinations 
has been extensively discussed through- 
out the groups and one of them has al- 
ready taken steps to employ a special 
bank examiner with the understanding 
that he is to act in the capacity of con- 
fidential adviser of the various banks in 
the group and give them as much in- 
formation as possible regarding people 
who are undesirable borrowers, 

At the last meeting of the Council of 
Administration a committee, consisting 
group, 
appointed to devise a plan for a clearing 
house for country banks and the com- 
mittee has been hard at work for three 
months upon the problem. This is one 
of the most troublesome questions 
which confront bankers, and heretofore 
has baffled solution. If a satisfactory 
solution of the country check question 
is a possibility, the bankers of New 
York state are in a better position to 
settle it than those of any other state in 


of one member from each was 
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the Union. If clearing houses for coun- 
try checks are to be established, the 
group system will afford better facilities 
for handling the mass of country checks 
than any other plan yet brought before 
the bankers of the country. 

At a recent meeting of Group 1, held 
in Buffalo, a resolution was passed re- 
questing the Council of Administration 
to communicate with the various state 
associations throughout the United 
States with reference to the appoint- 
ment of a currency commission to be 
composed of three delegates from each 
association; these delegates to be men 
of experience and to meet at some cen— 
tralcity and discuss the subject of cur- 
rency, formulate a system suitable to 
the business needs of the United States, 
and recommend such a system to Con- 
gress. Asystem thus originated and 
backed with the concrete force of all the 
banking associations of the country, 
would carry much greater weight in 
Congress than if coming from one sec- 
tion alone, no matter how wise and in- 
fluential the body behind it. 

Among other subjects which have 
been considered by the New York State 
Bankers’ Association are: The Baltimore 
Currency Plan, equalization of taxation, 
uniform charges for country checks, 
uniform wording of certificates of de- 
posit, savings banks doing a commer-— 
cial business, renewal of loans and dis- 
counts, currency reform in general, re- 
sponsibility of banks for reindorsement, 


and numerous other topics affecting the 
welfare of the banks. 


The Council of Administration has 
also taken up the subject of a National 
Association organized upon a basis simi- 
lar to that of the New York State As- 
sociation and at its last meeting held in 
September a committee was appointed, 
with Mr, William C. Cornwell of Buffalo 
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as Chairman, to secure an expression of 
opinion from the various state associa- 
tions throughout the country as to the 
advisability of establishing a national 
organization, the membership of which 
should be composed of delegates from 
the state associations. 

The New York State Bankers’ As- 


GeEorGE B, SLOAN, Vice-President, 


sociation is a living demonstration of 
the effectiveness of a plan of organiza- 
tion which links together local associa- 
tions of banks throughout the state in 
one strong, central body, and it fur- 
nishes a model system which, extended, 
would unite the banks in all sections of 
the country in one strong body, for the 
common good, As said by its presi- 
dent, Mr, James G. Cannon, in an ad- 
dress recently delivered at Philadelphia 
describing its purposes, ‘‘While we en- 
deavor to keep politics out of the As- 
sociation, we do not pretend to submit 
to injustice and we have an organization 
that can, if necessary, exert a powerful 
influence for good.’”’ How much greater 
the influence, then, if instead of being 
confined toa single state, the organiza- 
tion should be extended throughout the 
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entire Union, There are now thirty- 
one state associations throughout the 
country, the aggregate membership of 
which is very large, If these associa- 
tions could be brought together by some 
mutual agreement—as no doubt in time 
they will—it would certainly make a 
large and powerful body of bankers, 
whose combined influence, centered on 
objects of common welfare, would effect 
results not ttainable so long as they re- 
main as at present, ununited, and lack- 
ing the power which only combination 
can create, 


THE OFFICERS OF THE ASSOCIATION, 


The officers of the New York State 
Bankers’ Association for the year 1895-6 
are: 

President, James G. Cannon, vice- 
president Fourth National Bank, New 
York. 

Vice-President, 


George B. Sloan, 


president Second National Bank, Os- 


wego, N.Y. 

Treasurer, Arthur D. Bissell, vice- 
president Peoples’ Bank, Buffalo, N. Y. 

Secretary, Ledyard Cogswell, vice- 
president N.Y. State Nat. Bank, Albany, 
N. Y, 

The Council of Administration is 
composed of the above officers, together 
with the ex-president of the association 
for the preceding year, and the chair- 
men of the executive committees of the 
nine groups. They are: 

Group 1, John B. Weber, cashier 
American Exchange Bank, Buffalo. 

Group 2, N. H. Becker, cashier Ex- 
change National Bank, Seneca Falls, 

Group 3, Seymour Dexter, president 
Second National Bank, Elmira. 

Group 4, Anthony Lamb, cashier 
Commercial Bank, Syracuse. 

Group 5, D. A. Avery, cashier Sec- 
ond National Bank, Utica. 
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Group 6, William Kemp, president 
Mutual National Bank, Troy. 

Group 7, Bradford Rhodes, president 
Mamaroneck Bank, Mamaroneck.’ 

Group 8, S. M. Griswold, president 
Union Bank, Brooklyn. 

Group 9, A. B. Hepburn, president 
Third National Bank, New York. 

Ex-President, William C. Cornwell, 
president City Bank, Buffalo, 


JAMES G. CANNON, PRESIDENT, 


James Graham Cannon, vice-presi- 
dent of the Fourth National Bank of 
New York and president of the New 
York State Bankers’ Association, is a 
native of Delhi, Delaware county, New 
York, where he was born on the 26th 
day of July,1858. Mr. Cannon’s early 
education was begun in the old Delhi 
Academy. In 1872 he removed to New 
York city and attended Grammar School 
No. 59 in East 57th street, where he re- 
mained until he entered Packard’s Busi- 
ness College, graduating from that in- 
stitution in the fall of 1875. On March 
24, 1876, he entered the Fifth Avenue 
Bank of New York city, as a messenger. 
He filled every position in the bank, ad- 
vancing from one grade to another, 
until he became paying teller. On June 
3, 1881, he was appointed assistant 
cashier of the Fifth Avenue Bank, and 
on Aug. 7, 1885, he was appointed cash- 
ier and elected a director. In March, 
1890, there was a vacancy in the vice- 
presidency of the Fourth Nationak 
Bank of New York and entirely un- 
solicited by Mr. Cannon, and in fact 
without his knowledge of such a vacancy, 
the position was offered to him, and on 
March 11, 1890, he entered upon his 
duties. Mr. Cannon still retains his di- 
rectorship and interest inthe Fifth Ave- 
nue Bank; is a director in the Nat.Shoe 
and Leather Bank; is a trustee of the 
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Franklin Savings Bank, located at 42d 
street and 8thavenue; is a member of 
the Chamber of Commerce of New 
York; a Fellow of the New York Insti- 
tute of Accounts, and is vice-president 
of the Good Samaritan Dispensary of 
the City of New York. On Aug. tz, 
1893, when the panic was at its height 


A. D. BISssELL, Treasurer. 


he was appointed one of the receivers of 
the failed Madison Square Bank, and on 
March 25, 1895, he was appointed one of 
the receivers of the well known firm of 
E. S. Jaffray & Co. 

This brief sketch of the successful 
career of one who, though still a young 
man, occupies positions of high honor 
and responsibility, affords a very useful 
object lesson to the younger members 
of the banking fraternity who still have 
their future before them. Mr, Cannon's 
rise, though rapid, has not been due to 
chance but is the result which follows 
when one with a natural aptitude for 
banking engages in a field which affords 
an opportunity for the development of 
his powers. 

Mr. Cannon has contributed a large 
number of articles on financial subjects 
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to the various bankers’ magazines, but 
he has devoted himself especially to the 
study of mercantile credits. Besides his 
address on ‘‘An Ideal Bank” delivered 
in January, 1891, before the New York 
Institute of Accounts, he has presented 
the subject of ‘‘Bank Credits” in an ad— 
dress delivered at the Drexel Institute, 
Philadelphia, in November, 1892. He 
is also the author of the brochure en- 
titled ‘‘Bank Accounts for Women,” 
which has had a large circulation 
throughout the United States. In 
October, 1894, he delivered an address.’ 
on the subject of ‘‘Profit and Loss on 
Bank Accounts,” at the annual conven— 
of the American Bankers’ Association at 
Baltimore, which has had a wide circu- 
lation. Mr. Cannon was active in the 
organization of the New York State 
Bankers’ Association, and served as its 
treasurer forthe first twelve months of 
its existence. In July, 1895, he was 
elected its president. 


GEORGE B. SLOAN, VICE PRESIDENT, 


Hon. George B. Sloan, president of 
the Second National Bank, Oswego, N, 
Y., vice-president of the association, is 
a native of Oswego, where he was born 
in 1831. His business career was begun 
asaclerk at the early age of fourteen. 
He soon embarked in business on his 
own account, but his first two enter- 
prises were not profitable. In 1864 he 
formed a partnership with Theodore Ir- 
win, of Oswego, and for twenty-five 
years the firm of Irwin & Sloan was 
known as one of the strongest and most 
successful firms engaged in the grain 
importing business with Canada and the 
West. The firm did a uniformly profit- 
able business in every year of its exist- 
ence. It was dissolved in 1889, and its 
members are now engaged in manufac- 
turing enterprises and also control the 
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Second National Bank of Oswego. 

Mr Sloan has represented his district 
in the assembly four times, serving two 
years as chairman of the committee on 
ways and means, and one term as 
speaker. He was subsequently elected 
to the Senate, serving in that body six 
years, acting as chairman of the commit- 
tee on finance during all of that period. 
Mr. Sloan's name was on the Republi- 
can ticket as presidential elector in 1884, 
a dalso in 1892, and he was a delegate 
to the national convention which nomi- 
nated Harrison and Morton. 


A. D. BISSELL, TREASURER, 


A. D. Bissell, vice-president of the 
People’s Bank, of Buffalo, treasurer of 
the New York State Bankers’ Associa- 


tion, was born in New London, Oneida 
County, N. Y., Jan. 10, 1844, and came 
to Buffaloin 1852. He passed through 
the public schools and high school of 
that city, and spent three years ata 
preparatory school] in Clinton, Oneida, 
County, N. Y. At the conclusion of the 
preparatory course he entered Yale Col- 
lege,in 1863, and graduated in July, 1867. 

After returning to Buffalo, his home, 
he was engaged in the general trans-— 
portation business upon the Erie Canal 
until the spring of 1885, at which time 
he was appointed Collector of Customs 
for the District of Buffalo Creek, N.Y., 
and served his entire term, four years 
and two months, in that capacity. Mr. 
Bissell aided in the organization of the 
People’s Bank, and was its first vice- 
president, and has been up to the pres— 
ent time active in its management. 

Mr. Bissell’s prominence in business 
and political affairs isshared by another 
member of his family, his brother, Wil- 
son S. Bissell, being a prominent at- 
torney of Buffalo and until recently 
Postmaster-General in President Cleve- 
land's cabinet. 


LEDYARD COGSWELL, SECRETARY. 


Ledyard Cogswell, vice-president of 
the N.Y. State National Bankof Albany, 
secretary of the New York State Bank- 


ers’ Association, was born at Albany, N. 
Y., in 1852, and is the son of Dr. Mason 
Fitch Cogswell and Lydia Bradford 
Cogswell. His early education was ob- 
tained at the Albany Academy, and in 
1869 he graduated from Phillips’ Acad- 
emy, Andover, Mass. In the fall of the 
same year Mr. Cogswell entered the 
First National Bank of Albany, and in 
1875 became a partner with Rufus K, 
Townsend and George P. Jackson, in 
the old Townsend Furnace, with whom 
he remained in business for three years. 

In 1885 he resigned his position as 
cashier of the First National Bank of 
Albany to accept the office of second 
vice-president and manager of the N.Y, 
State National Bank of the same city, a 
position which he has since continued to 
hold. Besides being a director in the 
New York State National, Mr. Cogswell 
is a trustee and secretary of the Albany 
Savings Bank, director in the Albany 
Insurance Co., trustee of the Fort 
Orange Club, vice-president and trustee 
of the Ridgefield Athletic Association 
and trustee of the Second Presbyterian 
Church of Albany. 

Mr. Cogswell came into his present 
responsible position in the bank at the 
age of thirty-three years, and his rapid 
promotion has been fully justified by 
his subsequent career. 


COUNCIL OF ADMINISTRATION, 


John B. Weber, chairman of Group 1 
was born in the City of Buffalo, N. Y., 
Sept. 21, 1842, and educated in the 
private, public and high schools of that 
city. Heenlisted as a private in the 
volunteer army in 1861, served nearly 
three years and retired with the rank of 
colonel. He then engaged in various 
business pursuits; among them, grain 
and flour commission, wholesale grocery 
and manufacturing. He held the posi- 
tion of assistant postmaster of Buffalo 
for three years; was a sheriff of Erie 
County three years; a member of Con- 
gress, thirty-third district, New York, 
four years, and for three years Commis- 
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sioner of Immigration at the Port of 
New York. Heis now cashier of the 
American Exchange Bank of Buffalo, 
which office he has held for two years. 


Norman H. Becker, chairman of 
Group 2, was born in the town of Fay- 
ette, Seneca County, N. Y., on Oct. 31, 
1842, and received his early education 
in the public schools of his native place. 
At the age of fifteen he entered asa 
freshman at Hamilton College, and 
graduated with his class as one of its 
“Honor Men” in 1862. During the 
three following years he was engaged 
as teacher in the Whitestown Seminary. 
In May, 1865, he went to Seneca Falls 
and assisted in the organization of the 
National Exchange Bank of that village, 
and was its first teller, but abouta year 
later became its cashier, and from that 
time had practically the entire manage- 
ment thereof until the expiration of its 
charter in 1885, at which time the present 
institution known as the Exchange Na- 
tional Bank was organized, of which he 
is now a director,the largest stockholder, 
and the executive officer. 


Hon. Seymour Dexter, chairman of 


Group 3,was bornin Allegheny County, 


N. Y., in 1841. He graduated from 
Alfred University in 1864, and the same 
year began the study of law at Elmira, 
where he has since resided. He was ad— 
mitted to practice in 1866, appointed 
city attorney in 1872, and elected to the 
Assembly of 1873. He was elected 
County Judge and Surrogate in 1878, 
and re-elected in 1884, In July, 1889, he 
resigned, at the call of the stockholders 
of the Second National Bank, to accept 
the presidency and active management 
of the bank. Since that time he has de- 
voted his time and energies to the busi- 
ness of the bank which has shown a 
very large increase in the volume of its 
business. He has been the president of 
the Chemung Valley Mutual Loan As- 
sociation for twenty-one years, a local 
building and loan association having 
now over $600,000 assets. He was one 
of the promoters in the organization of 
the State Bankers’ Association, and is 
now serving his second term as chair- 
man of Group 3. 
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Anthony Lamb, Chairman of Group 
4, was born at Norwich, Chenango 
County, N. Y., Jan 18, 1847. He was 
educated at the Academy of his native 
town and prepared to enter Yale College, 
but his mind having been diverted by 
the attractions of a business career he 
went to Syracuse Jan. 1, 1866, and 
entered the Syracuse City Bank as mes- 


LEDYARD COGSWELL, Secretary. 
senger. Hewas soon advanced from 
one position to another and when the 
bank surrendered its charter and went 
into liquidation he was its acting cash- 
ier. He then entered the People’s Sav- 
ings Bank as receiving teller and was 
soon after advanced to paying teller, 
which position he held for several years 
until he became connected with the firm 
of Smiths & Powell, the well-known 
nursery and live stock firm of Syracuse, 
as their financial manager. He was 
connected with this firm for eighteen 
years in various capacities, the last six 
years as partner. When the Commer- 
cial Bank was organized in May, 1891, 
he was elected its cashier, which posi- 
tion he now holds. Mr. Lamb is also 
treasurer of the Empire Savings, Build- 
ing and Loan Association, 


D. A. Avery, Chairman of Group 5, is 
a descendant of the Groton, Conn., 
Averys, and was born in Burlington, 
Otsego County, N. Y., where he en- 
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gaged in mercantile business. He was 
for three years county clerk and three 
years county treasurer of Otsego 
County, and was for twelve years con- 
nected with the Second National Bank 
of Cooperstown, N. Y., as bookkeeper, 
teller and cashier. He was elected 
cashier of the Second National Bank of 
Utica, N. Y., his present position, in 
August, 1887. 

Bradford Rhodes, chairman of Group 
7, New York State Bankers’ Association, 
is best known to the bankers of the 
country as the editor of the Bankers’ 
Magazine, which he recently purchased 
and consolidated with Riedes’ Journal 
of Banking. He is also an active banker, 
being president of the Mamaroneck 
Bank and the Union Savings Bank of 
Westchester County, also at Mamar- 
oneck, N. Y. 

Mr. Rhodes served three consecutive 
terms in the Legislature of New York, 
and as chairman of the Banking Com- 
mittee was instrumental in securing the 
improvement of the banking laws of the 
state in several important particulars. 

On several occasions he has contrib- 
uted papers on banking subjects before 
conventions of bankers, his plan for cur- 
rency reform presented at the Baltimore 
convention of the American Bank-— 
ers’ Association, and subsequently in 
amended form at the Atlanta Conven- 
tion of the same body, having received 
wide attention and general approval. 

Mr. Rhodes takes a keen interest in 
the meetings of Group 7, and has 
worked energetically in behalf of a 
closer and more practical organization 
amongst the bankers of the state. 

In addition to his connection with the 
New York State Bankers’ Association 
Mr. Rhodes is a member of the execu- 
tive council of the American Bankers’ 
Association, 

The portraits of Senator Sloan, vice- 
president; A. D. Bissell, treasurer, and 
Ledyard Cogswell, secretary, are repro- 
duced from a plate of the executive offi- 
cers of the association which appeared 
in the Bankers’ Magazine for October 
last, and are presented herewith through 
the courtesy of Bradford Rhodes & Co., 
the publishers. 
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Ex-Senator Stephen M. Griswold, 
Chairman of Group 8, was born in 
Windsor, Conn., in 1835. He has re- 
sided in Brooklyn 44 years. When the 
Union Bank of Brooklyn was formed he 
was elected president. He has been in 
the jewelry and diamond business for 
nearly 40 years. Brooklyn and Long 
Island division, which forms Group 8, 
has 39 members out of 47 banks. 


Hon, Alonzo B. Hepburn, Chairman 
of Group 9, is President of the Third 
National Bank, New York, and one of 
the foremost financiers in the United 
States. He was born at Colton, N. Y., 
July 24, 1846, and was 46 years old just 
four days prior to his appointment as 
Comptroller of the Currency, He has 
been successively professor of mathe- 
matics, lawyer, legislator, New York 
State Bank Superintendent, Receiver 
of the Continental Life Insurance Com- 
pany, National Bank Examiner, Comp- 
troller of the Currency, and Bank Presi- 
dent. A full statement of Mr. Hep- 
burn’s successful career will be found 
on pages 49 and 50 of the BANKING Law 
JourNAL of January 15, 1893. 


William C. Cornwell, president of the 
City Bank of Buffalo, and ex-president 
of the New York State Bankers’ As- 
sociation, is a son of the late Francis E. 
Cornwell, one of Buffalo’s most eminent 
lawyers, and himself rated as a remark- 
ably successful financier. Mr. Corn- 
well was born at Lyons, N. Y., Aug. 19, 
1851. He began his career as a banker 
in the office of H. N. Smith in 1868, 
and subsequently acted as messenger in 
the Bank of Attica, and later as clerk in 
the Third National Bank of Buffalo. 
When the Bank of Buffalo was organ- 
ized in 1873, he became general book- 
keeper and correspondent, and in 1877 
he was elected cashier. In the spring 
of 1889, Mr. Cornwell was mainly in- 
strumental in organizing the Buffalo 
Clearing House. In 1890 Mr. Cornwell, 
with a number of prominent business 
men of Buffalo, organized the City Bank 
of Buffalo, assuming the presidency of 
the institution, which office he still 
holds. 





CBITUARY 


CHARLES 


On Wednesday, February 


26, Charles L. 
Colby, the well-known railroad financier, died 
of apoplexy'at Newton Centre, Mass., just after 


L. COLBY. 


was the founder of Colby University and an ex. 
tensive railroad builder in the northwest, where 
he developed many successful railroads, The 


CHARLES L. COLBY. 


delivering’an address at the Twenty-Fifth An- 
niversary-of the Woman’s Bapiist Foreign Mis- 
sionary Society, and the announcement of his 
sudden death was received with sincere regret 
throughout financial and railroad circles, in 
which he was highly respected for his ability 
and much esteemed for his personal worth, 

Mr. Colby was born in Roxbury, Mass., on 
May 22d, 1839, and descended from a good New 
England family, members of which have been 
Prominent in business and professional life for 
several generations. His father, Gardner Colby, 


subject of this sketch graduated from Brown 
University in 1858 and began his business career 
with the shipbuilding firm of Page, Richardson 
& Co. of Boston, Three years later he came to 
the Metropolis and organized the firm of Dun- 
bar & Coiby, shipbuilders, and, upon the death 
of the senior member, Mr. Colby became the 
head of the house and sole proprietor. Sub- 
sequently, he relinquished his business inter- 
ests here and became identified with his father 
in the development of railroads and he early 
displayed a remarkable faculty and aptitude 
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for that branch of financiering, his first marked 
success in which was gained through his plac- 
ing the Wisconsin Central securities in Ger- 
many, whither he had been sent for that pur- 
pose. 

During his residence in Wisconsin, Mr. Colby 
was active in the development of the resources 
of the state and was elected to its Legislature, 
in which he proved himself a useful member in 
securing the passage of measures beneficial to 
the state. He was elected President of the 
Wisconsin Central Railroad, was conspicuous in 
developing the Gogebic Mining District and in- 
terested in many other important industrial 
enterprises of that state and the northwest. 

In 1890, Mr. Colby removed to New York city 
and devoted his time to the supervision of his 
various interests. An idea of the active career 
of this gentleman is conveyed in only a partial 
list of the enterprises in which he was interested, 
among them being the Wisconsin Central; Mil- 
waukee & Lake Winnebago; Chippewa Falls & 
Western; Minnesota, St, Croix & Wisconsin; 
Chicago, Wisconsin & Minnesota; the Penokee 
and the Chicago & Great Northern railroads. 
He has been president of the St. Paul and Nor- 
thern Pacific railroads and the Minneapolis 
Terminal Co. Atthe time of his death he was 


LAW JOURNAL. 


President of the Penokee & Gogebic Develop. 
ment Co,, Aurora Iron, Superior Iron Comet 
Iron, Spanish American Iron companies and the 
Penokee & Gogebic Mining Co. Hewasalsoa 
director in the Farmers Loan & Trust Co., the 
American Steel Barge Co., Pacific Steel Barge 
Co., Everett Land Co., West Gallatin Irrigation 
Co., the Northwestern Equipment Co. and the 
Mercantile National Bank. 

His private life was as useful as his business 
career was active, and few men ever displayed 
by their acts more true principles of philanthro- 
py than Mr. Colby, He was at one time pres- 
ident of the American Baptist Foreign Mission 
Society, a trustee of the Young Men's Christian 
Association of New York, President of the New 
York City Baptist Mission Society, and a mem- 
ber of the Fifth Avenue Baptist Church. He was 
well and favorably known in educational and 
club circles, his membership including the Union 
League, Metropolitan, Lawyers’, University, 
and Alpha Delta Phi clubs, the Sons of the Rev- 
olution, the New England Society, an honorary 


member of the American Society of Civil En- 
gineers, and his Alma Mater recently conferred 
the Master of Arts’ degree upon him. Mr, 
Colby was also atrustee of Brown and Colby 
Universities. He is survived by his wife and two 
sons. 


NORTHERN PACIFIC REORGANIZATION. 


One of the most important financial operations 
of the present month has been the preparation 
and adoption of a plan and agreement for the 
independent reorganization of the affairs of the 
Northern Pacific Railway Company on a basis 
of fair treatment to all classes of security hold— 
ers and of fixed charges on the reorganized 
property reduced to an amount believed to be 
well within its demonstrated earning capacity. 
Messrs. J. P. Morgan & Co., New York, Drexel 
& Co., Philadelphia, and the Deutsche Bank, of 
Berlin, are the parties who have undertaken to 
carry the plan into effect, and in our financial 
column is published a circular addressed to the 
bondholders and stockholders outlining the 
steps to be taken in consummation of the plan. 

The reorganization is based on the foreclosure 
of the second, third and consolidated mort- 
gages. Itis not sought in any way to enforce 


a conversion of the general first mortgage bonds, 
but the proposition for their conversion is made 
upon the belief that such conversion inthe man- 
ner proposed will be advantageous both to the 
company and to such holders. 

A syndicate of $45,000,000 has been formed to 
provide the amounts of cash estimated as neces- 
sary to carry out the terms of the plan of reor- 
ganization, to furnish the new company with 
cash working capital and with a sum estimated 
at $5,000,000, for early use in betterment and 
enlargement of its property. 

The plan of reorganization adopted has the 
unanimous approval of both the Reorganization 
and the Protective committees, and the consum- 
mation of the plan, it is believed, will result to 
the best interests of all security holders and 
will place this vast property on a sound and 
conservative basis. 





LEGAL DECISIONS. 


BANKING LAW. 


quis department embraces all the newly decided cases of importance to bankers, bank counsel and bank di- 

rectors. The experiences they disclose are likewise worthy the careful attention and study of the merchant 
the depositor, and the bank student seeking advancement. Furtherinformation regarding any case publishe 
herein, will be furnished on application. 


CLEARING HOUSE. 


PAYMENT BY DRAWEE TO PHILADELPHIA CLEARING HOUSE OF CHECK INDORSED ‘‘FOR 
COLLECTION” TO INSOLVENT PRESENTING BANK, NOT A PAYMENT TO OWNER. 


Crane, Paris & Co. v. Fourth Street National Bank, supreme court of Pennsylvania, Feb. 16, 1896. 


The Anglo-Californian Bank drew a check on the Fourth Street National Bank of Philadelphia» 
which was indorsed by the owners, Crane, Paris & Co , to the Keystone National Bank, Philadel- 
phia, “for collection.’’ This check was presented through the Philadelphia Clearing House by 
the Keystone on the morning of March 20, 1891, with checks and drafts on other banks aggre- 
gating $70,005.46, and on the same day checks and drafts on the Keystone amounting to $117,- 
035.21 were presented, making the Keystone a debtor for $47,029 75. The Keystone was closed 
by the national bank examiner at 10:39 on the morning of the same day, and the amount of the 
check owned by Crane, Paris & Co., was paid by the Fourth Street Bank to the clearing lrouse 
and appropriated by it to the payment of indebtedness by the Keystone Bank to the clearing 
house com mittee. 

Held. 1. Toe payment by the Fourth Street National Bank, drawee, to the clearing house, was 
not a good or valid payment of the check, as the drawee had notice, from the form of the indorse- 
ment, that Crane, Paris & Co. were the owners, and that the clearing house could have no title to 
the proceeds, or right to demand payment except to complete the day’s clearing for the Keystone 
Bank, which it did not do; hence the payment was at the risk of the drawee, and it is under lia- 
bility for the amount to the owners of the check. 

2. The Philadelphia Clearing House is not a mutual bank, organized and operated by the asso- 
ciated banks, but merely an ingenious device to simplify and facilitate the work of the banks in 
reaching an adjustment and payment of the daily balances due to and from each other, at one 
time and place, on each day. 


Wituiams, J. This appeal is from a 
judgment entered for want of a sufficient 
affidavit of defense, and the only ques- 
tion raised is that of the sufficiency of 
the allegation of payment, which is the 
only defense set up in the affidavit. 
The plaintiffs were, on March 109, 1891, 
the owners of a draft drawn by the 
Anglo-Californian Bank on the Fourth 
Street National Bank of Philadelphia. 
On that day they indorsed the draft 
specially to the Keystone National Bank 
for collection, stating in the indorsement 
that its purpose was the collection of the 
amount totheir owncredit. The effect 
of this indorsement was to make the 
Keystone National Bank the agent of 
the indorsers for the single purpose 


named. 


The title to the draft passed 
only so far as was necessary for the pur- 
poses of the agency created by the in- 
dorsement, and the ownership of the 
proceeds remained all the while in the 
indorsers. The Keystone National Bank 


and the Fourth Street National Bank 
were both members of the Clearing 
House Association, Onthe morning of 
March 20, this draft was sent with the 
other checks and drafts held by the Key- 
stone Bank against the other national 
banks of the city to the clearing house 
for collection at the morning clearing, 
The process of passing the clearing 
house was begun in the usual manner, 
The balances due from and to the sev- 
eral banks represented were ascertained 
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and the exchange of packages entered 
upon. It was then ascertained that 
while the Keystone Bank was credited 
with checks and drafts presented by it 
amounting to $70,005. 46, it was debited 
with checks and drafts presented against 
it amounting to $117,035.21. The bal- 
ance due from it to be paid in cash was, 
therefore, $47,029.75, and the bank 
could not clear until this sum was actu- 
ally paid at the clearing house. At 10:30 
o'clock that morning the bank was 
closed by the action of the United States 
Bank Examiner. The balance was not 
paid or any part of it. The bank could 
not clear for this reason, and what had 
been done provisionally for that purpose 
became ineffectual and ceased to have 
any legal significance. The draft on the 
Fourth St. Nat, Bank had not been col- 
lected, and it remained the property of 
Crane & Paris as fully as before. The 
clearing house had no right to demand 
or receive the amount from the drawee 


unless it did so in completing the day’s 
clearing for the Keystone Bank, and if 
it had demanded and received it for 
that purpose it would have held the 
money for the owners of the draft 
and been accountable to them. for it. 
But it did not assist the Keystone Bank 


to clear on that day. It demanded and 
received the amount of this draft from 
the defendants, and appropriated it to 
the payment of the indebtedness of the 
Keystone Bank to the clearing house 
committee. This is the payment set up 
in the affidavit. It is a payment to one 
who was a stranger to the draft, and 
who had no interest in the proceeds, 
and no authority to act as agent for the 
owners. It should be noted that no 
question is raised by the defendant as 
to its liability to the holder. It rests 
upon the legal value of its payment of 
the money to the clearing house. If 
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this was a good payment then a defense 
is set out in the affidavit; if it was nota 
good payment then the judgment ap- 
pealed from was properly entered. No 
reason has been suggested for supposing 
that the clearing house had acquired, or 
could acquire, a title to the draft of 
Crane & Paris by the accident of hav- 
ing it in their possession. If the Key- 
stone Bank had attempted to make title 
to the clearing house by indorsing the 
draft to it, this would have been wholly 
ineffectual; for notice of the limited in- 
terest of the bank was written into the 
indorsement by the plaintiff. and any 
party taking as the indorsee of the 
bank would be bound to take notice of 
its want of title and its inability to con- 
fer one. 

The Fourth Street bank had notice, 
therefore, by the indorsement on the 
draft, that the clearing house had no 
title, and that payment to it would be 
made at the risk of the bank. If the 
clearing house had paid over the pro- 
ceeds to the owner this would have dis- 
charged the drawee, but the risk of this 
was the risk assumed when the bank 
paid the draft to one who was a stranger 
to it. The learned Judge of the court 
below was right in his view of the trans- 
action, and of the worthlessness of the 
payment set up as a defense against the 
In one respect only, and 
that animmaterial one so far as this 


real owners, 


case is concerned, do we find ourselves 
constrained to differ from the learned 
Judge. We do not regard the clearing 
house asa mutual bank organized and 
operated by the associated banks, It is, 
as we have said in Philler v. Patterson, 
168 Pa. 468, an ingenious device to 
simplify and facilitate the work of the 
banks in reaching an adjustment and 
payment of the daily balances due to 
and from each other, at one time and 
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place, on each day. In practical oper- 
ation itis a place where the representa— 
tives of all the national banks in this 
city meet, and, under the supervision of 
a competent committee or officer selected 
by the associated banks, settle their ac— 
counts with each other and make and 
receive payment of balances, and so 
“clear” the transactions of the day for 
which the settlement is made. These 
payments may be made in cash or by 
such form of acknowledgment or certifi- 
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cate as the associated banks may agree 
to use in their dealings with each other 
as the equivalent or representative of 
cash. The use among themselves of a 
certificate or other representative of 
money to save the inconvenience and 
labor of counting and recounting several 
million dollars daily is not the issuing 
of currency. Itis not a violation of the 
law. It does not convert the clearing 
house into a bank of any sort. 
The judgment is affirmed. 


CHECK. 


DISHONOR OF CHECK—SLANDER=—=LIABILITY OF BANK, 


Svendsen v, State Bank of Duluth, supreme court of Minnesota, January 29, 1896. 


When a banker has in his hands funds of a depositor for the purpose of paying the depositor’s 
checks, and the depositor is a trader or merchant, and his check is dishonored by the banker, and 
returned to the payee, for the alleged reason that he has not sufficient funds of the maker in his 
hands to pay the same, when he in fact has, it amounts to a slander of the merchant or trader in 
his business, and he is entitled to recover general compensatory damages in an action against the 


banker. (Syllabus by the Court.) 

Appeal from district court, St. Louis 
county; S. H. Moer, Judge. 

Action by Becker Svendsen against 
the State Bank of Duluth. Verdict for 
plaintiff for nominal damages. 
an order denying a new trial he appeals. 
Reversed. 


From 


Canty, J. During the time covered 
by the transactions hereinafter men- 
tioned plaintiff was carrying on a mer- 
cantile business in Duluth, and the de- 
fendant was carrying on a banking 
business in that city. Plaintiff was a 
customer of the defendant, and kept a 
deposit in its bank, which he was in the 
habit of drawing out by means of checks 
and which was held by the bank for the 
purpose of paying such checks, He had 
drawn on the bank acheck for $42.15 in 
favor of one firm, and another for $5 4,60 
in favor of another firm. These checks 
came through the clearing house, and 


were on the zoth day of October 1893, 
presented for payment to the bank, and 
payment refused for want of funds, 
though the plaintiff then had on deposit 
in the bank, subject to his check, the 
sum of $235.22. The checks were re- 
turned through the clearing house to 
the holders thereof. The reason why 
the bank refused to honor the checks 
was that it had by mistake charged up 
to plaintiff's account a note for $300, 
made by him, and held by it, which was 
not yet due, but which the bank by mis- 
take supposed was due. This action 
was brought to recover damages for the 
refusal to pay the checks. Plaintiff did 
not allege or prove any special damages 
but claimed to be entitled to recover 
substantial general damages, Thecourt 
below on the trial ruled against him on 
this point, and ordered a verdict in his 
favor for nominal damages, to which he 
excepted, and from an order denying a 





176 THE BANKING LAW JOURNAL. 


new trial he appeals. 

It is held by the authorities that in 
such a case the plaintiff's’recovery is not 
limited to nominal damages, but he is 
entitled to recover general compensa— 
tory damages. Rolin v. Steward, 14 C. 
B. 595; Schaffner v. Ehrman (Ill. Sup.) 
28 N. E. 917; Bank v. Goos (Neb.) 58 
N. W. 84; Patterson v. Bank, 130 Pa. 
St. 419, 3 Am. & Eng. Enc. Law, 225; 
1 Suth, Dam, (2d Ed.) $77. The case 
of Patterson v. Bank, supra, seems to 
place the right to recover more than 
nominal damages in such a case, on the 
ground of public policy, but the other 
cases place it rather on the ground that 
the wrongful act of the banker in refus— 
ing to honor the check imputes insol- 
vency, dishonesty, or bad faith to the 
drawer of the check, and has the effect 
of slandering the trader in his business, 
We are of the opinion that the recovery 
of more than nominal damages can, on 
sound principle, be sustained on the lat- 
ter ground, where the drawer of the 
check is a merchant or trader. Torefuse 
to honor his check is a most effectual 
way of slandering him in his trade, and 
it is well settled that to impute insolv— 
ency to a merchant is actionable per se, 
and general damages may be recovered 
for such slander. Townsn. Sland & L, 
(4th Ed.) sec. 191; Odger, Sland. & L. 
{2d Ed.) 80. Respondent’s position 
that an action of tort cannot be main- 
tained in such a case as this, and that 
plaintiff's only remedy is an action on 
contract, in which only nominal dam- 
ages can be recovered, is not sustained 
by the authorities. The case of Mar- 
zetti v. Williams, 1 Barn. & Adol, 415, 
cited by him, was an action in tort, The 


amount of the verdict is not reported, 
but it was very evident that it was only 
for a nominal amount, and the only 
question before the court was whether 
or not the defendant was entitled to a 
non-suit because the action should have 
been brought on contract, not in tort. 
The court held against the defendant on 
that point, and what is said beyond this 
is merely obiter, and was so regarded in 
the subsequent case of Rolin v. Steward, 
In Prehn v. Bank, L. R. 5 Exch, 92,the 
only question was whether plaintiffs 
were entitled to recover of the bank cer- 
tain sums which they had paid to save 
their credit by procuring money else- 
where to pay bills drawn by them on the 
bank, and to prevent the bills from 
going to protest after the bank had no- 
tified them that it would not pay these 
bills, although it had funds in its hands 
for that purpose. It was held that they 
could recover the full sum so paid by 
them to preserve their credit, and the 
authority of Rolin v. Steward was ex- 
pressly recognized. Thecase of Brooke 
v. Bank, 69 Hun, 202, 23 N. Y. Supp. 
802, was an action by the receiver of an 
insolvent whose check had been wrong- 
fully dishonored by the bank. The 
plaintiff was forced to concede that he 
could not maintain an action of tort, or 
recover any damages but such special 
damages as he alleged and could prove 
in an action for breach of a contract. 
These are all the cases cited which have 
any bearing on the case, These are the 
only questions raised worthy of consid- 
eration. It necessarily follows from the 
foregoing conclusions that the order ap- 
pealed from must be reversed, So or- 
dered. 
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COLLECTION. 
DILIGENCE REQUIRED OF PAYEE IN COLLECTING CHECK—FAILURE OF DRAWEE, 


Lloyd v. Osborne et al. supreme court of Wisconsin, January 7, 1896. 


1. Where acheck drawn by defendants on a bank in a foreign city arrived at plaintiff's post- 
office address on the Igth day of the month, and it appeared that, if said check had been forwarded 
for collection by the last mail on the 20th it would have arrived at a bank for collection on the 
morning of the 21st, and that the drawee bank suspended at 3 p.m. on the 22d, but there was no 
evidence to show when the hours of business closed in said city, plaintiff was not liable for negli- 
gence in failing to have the check presented for payment before the bank suspended. 

2. Where a letter containing a check drawn on a bank in a foreign city was sent to the plain- 
tiff's former postoffice address, and was sent from there, without unnecessary delay, to the place 
where he had removed, but said bank had suspended before the letter was received, plaintiff was 
not chargeable with negligence in failing to receive and forward the check. 


Action by George Lloyd against C. 
F, Osborne and another to recover for 
goods sold and delivered, Plaintiff had 
judgment and defendants appeal. Af- 
firmed. 

On the 17th day of June, 1893, de- 
fendants, who were doing business as 
lumber merchants at Minneapolis, Minn., 
being indebted to the plaintiff for lum— 
ber, sent him on account of such indebt- 
edness, by letter addressed to him at 
Neillsville, Wis., a check for $500 on 
the State Bank of Minneapolis. Plaintiff 
had been in the habit of receiving cor- 
respondence from defendants and others 
through the Neillsville postoffice (though 
he lived and had his place of business at 
Shortville, a place about 914 miles dis- 
tant therefrom, between which places 
there was a tri-weekly mail), by the let- 
ters being forwarded from the Neills- 
ville postoffice through the regular 
course of mails, to the postoffice at 
Shortville, without any extra postage. 
The letter arrived at Neillsville June 
toth. The bank failed on the 22nd. If 
the letter had been received by plaintiff 
on the rgth, and forwarded the next day, 
it would have been received by the bank 
to which it was sent for presentment to 
the drawee bank on the morning of the 
aist. The last-named bank stopped 
doing business at 3 p.m, the next day, 


at which time defendants had to their 
credit there a sum in excess of the am- 
cunt called for by the check, Theletter 
was forwarded from Neillsville to plain- 
tiff at Shortville, as was the custom, at 
which place he received it, in due course 
of the mail and of his business, about 
the 24th day of June, and on the same 
day he caused it to be forwarded for 
collection, but it was not paid, on ac— 
count of the failure of the bank. It was 
duly protested, and notice thereof given 
to the defendants. The facts appeared 
undisputed, as above stated, at the 
close of the testimony, and on such facts 
defendants’ attorneys claimed that the 
check operated as payment of $500, 
which was the only sum involved in the 
action, the balance of the indebtedness 
having been paid subsequent to the for- 
warding of the check. Plaintiff's attor- 
ney moved the court to direct a verdict 
in his favor, which motion was granted, 
and the defendants duly excepted. 
Judgment was entered on the verdict 
from which this appeal was taken, 


MARSHALL, J. The defense to plain- 
tiff’s cause of action, relied upon, turns 
wholly upon whether plaintiff was guilty 
of negligence in failing to receive and 
forward the check for collection in time 
for presentation to the drawee for pay- 
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ment before the bank failed. If there 
was such negligence, plaintiff must bear 
the loss that would otherwise be caused 
to the defendants. Daniel, Neg. Inst. 
sec. 1587. ‘Lhe law is well settled that 
due care on the part of the payee of a 
check drawn on a bank located at a dis- 
tant point, and received by him through 
the mails, requires him to forward it by 
the close of business the next secular 
day, at the latest, to some person or 
agency, for presentation to the drawee 
bank tor payment, and that such pres-— 
entation be made by such person or 
agency during business hours of the 
next day at the latest. Id. sec. 1592. 
The payee is not required to forward 
the check by the first mail on the next 
day after its receipt, especially if such 
first mail is made up before the com- 
mencement of business hours on such 
day. Pars. Notes & B, sec. 511, note; 


Cox v. Boone, 8 W. Va. 500; Story, 


Bills, sec. 290; Brown v. Ferguson, 4 
Leigh, 50; Davis v. Hanly, 12 Ark. 645. 
The rule of due care is satisfied if the 
check is forwarded by the last mail of the 
day after its receipt, and is presented at 
any time before the close of business 
the day succeeding its receipt at the 
place of business of the drawee bank. 
Chitty, Bills, sec. 419, note L. 74; Morse, 
Banks, 280; Holmes v. Roe, 62 Mich. 


199, 28 N. W. 864. From the foregoing 
it clearly appears that, taking the most 
favorable view of the case for defend- 
ants, plaintiff had until the last mail on 
the 2oth day of June to have sent the 
check forward; and, according to the 
evidence, if it had been sent by such 
mail, it would not have arrived at Min- 
neapolis in time for delivery to the 
bank to which it was sent for collection 
till the morning of the 21st, and such 
bank would have had until the close of 
business on the 22nd to have presented 
it to the drawee bank, which suspended 
at 3p.m. that day. There is no evi- 
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dence in the record to show when the 
hours of business closed according to 
the custom of banks at Minneapolis in 
June, 1893. Therefore neither the trial 
court nor this court can assume that 
they closed as soon as 3 p. m.; and as 
unless it appears that if the check had 
been presented at any time before the 
expiration of the time limited for such 
presentation,in the exercise of due care, 
it would have been paid,—and the bur- 
den of proof was on defendants in this 
regard—it cannot be said that plaintiff 
was guilty of negligence from which 
loss accrued to the defendants. Though 
in the foregoing, the case is considered 
from the standpoint of 
claim that plaintiff should be held to 
have received the check at Neillsville on 
the 19th, the facts do not warrant such 
a conclusion, The check was not act- 
ually received by him until it came to 
his hands through the mail at Short- 
ville. That was after the bank had sus- 
pended, and we are unable to see any- 
thing in the record to charge him with 
negligence because he did not receive 
it sooner. He had been residing at 
Shortville for about two years. His 
mill was there. His principal place of 
business was there. He had directed 
the postmaster at Neillsville to forward 
all mail addressed to him at Neillsville 


to his proper address at Shortville, and 
the letter in question was so forwarded 
without any unnecessary or unusual de- 
lay; certainly without any delay for 
which he is answerable to the defend- 
ants. It follows that, in any view of 
the case, the evidence does not show 
laches on plaintiff's part, to the preju- 
dice of defendants, and the evidence on 
the subject is not such as would have 
warranted the trial court in submitting 
the question to the jury. Hence the di- 
rection of the verdict in plaintiff's favor 
was proper. The judgment of the cir- 
cuit court is affirmed. 


defendants’ 
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TAXATION. 


BANK STOCK—TAXATION BY STATE—DISCRIMINATION—NON—ALLOWANCE 
OF DEDUCTIONS OF INDEBTEDNESS BY STOCKHOLDERS, 


NATIONAL 


First National Bank of Garnett v. Ayers, sheriff, supreme court of United States, January 27, 1896. 


The mere fact that a state statute permits some debts to be deducted from some moneyed 
capitai for the purpose of assessment for taxation, but not from that which is invested in the 
shares of national banks, does not show a violation of Rev. St. sec. 5219. forbidding state taxation 
of national bank shares to beat a greater rate than is assessed upon other moneyed capital in the 
hands of individual citizens, there being nothing to show that the amount of moneyed capital in 
the state from which debts may be deducted, as compared with the moneyed capital invested in 
national bank shares, was so large and substantial as to amount to an illegal discrimination 


against national bank shareholders. 


In error to the supreme court of the 
state of Kansas. 

Action by the First National Bank of 
Garnett, Kan., against R. H. Ayers, 
sheriff of Anderson county, Kan., and 
others. A judgment for defendants 
was affirmed (36 Pac. 724), and plaintiff 
brings error. Affirmed. 

This is a writ of error tothe supreme 
court of Kansas to review a judgment 
of that court affirming the judgment of 
the district court of Anderson county, 
which was in favor of the defendants, 
and for costs against plaintiff. The ac- 
tion was brought to restrain the defend- 
ants from levying upon the property of 
the plaintiff in error for the purpose of 
collecting a warrant issued for the col- 
lection of taxes upon the stockholders 
of the bank on the ground that certain 
deductions claimed on the part of some 
of the stockholders from the assessment 
upon their shares of stock were not al- 
lowed them, as they claimed they should 
have been, under the statutes of the 
United States. 

The petition of the plaintiff in error 
Stated the facts upon which it was al- 
leged the cause of action arose, and the 
defendants voluntarily entered appear- 
ance in the cause, and thereupon an 
agreement was signed by the parties to 


the action setting forth the facts upon 
which the case was to be tried. The 
material portion of the agreement sets 
forth that the plaintiff is a corporation 
organized under the laws of the United 
States, with its office at the city of Gar- 
nett, Anderson county, Kan. The de- 
fendant Ayers was sheriff of the county 
of Anderson during all the time men- 
tioned in the complaint, and the defend- 
ant Hargrave, during such time, was 
treasurer of that county. The plaintiff 
is a national bank with a capital stock 
of $75,000, divided into 750 shares of 
the par value of $100 each. The actual 
value of such shares of stock was $100 . 
per share on the Ist day of March, 1890. 
On the day last named certain stock- 
holders, named in the statement, were 
justly indebted and owed in good faith 
the several sums of money set opposite 
their respective names in plaintiff's pe- 
tition. These debts were not owing to 
any person, company, or corporation as 
depositors in any bank or banking asso- 
ciation, or any person or firm engaged 
in the business of banking in Kansas or 
elsewhere, nor were they debts owing on 
account of any of the things named in 
the Kansas statute hereinafter alluded 
to. The stockholders owing such debts 
duly complied with the statutes of Kan- 
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sas in asking to be allowed to deduct 
from the value of their stock the amount 
of the debts which they were justly 
owing in good faith, as above stated. 
This was refused by the proper authori- 
ties, and an assessment was made against 
the named stockholders of the plaintiff 
without allowing any such deductions as 
claimed, and the taxes so levied on the 
stock held by the stockholders amounted 
to the sum of about $2,000, The debts 
of the stockholders were all of the kind 
and character that could be deducted 
from ‘‘credits” under the statutes of 
Kansas, and due and legal demand was 
made to have such debts deducted from 
the value of the stock, which was re— 
fused. The debts were justly due and 
owing on the Ist of March, 1890, and no 
part of them had been deducted from 
the ‘‘credits” at any time or place dur- 
ing that year. The plaintiff paid the 
taxes assessed against its stockholders, 
who did not claim any deductions, and 
the only taxes remaining due were those 
assessed against the named stockhold- 
ers who claimed deductions for their 
debts as above stated. Other facts 
were agreed upon, which are not neces- 
sary to mention for the purpose of dis- 
cussing the question involved in this 
case. 

Several statutes of the state of Kan- 
sas are set forth, the first being the one 
which permits an action of this kind to 
be brought for the purpose of enjoining 
an illegal levy of any tax, charge or as— 
sessment. Paragraph 6847, General 
Statutes of Kansas (to be found in vol. 
2 of those laws,) defines the different 
terms used in the chapter on taxation, 
In this paragraph the term “credit” is 
defined as follows: ‘‘The term ‘credit’ 
when used in this act shall mean and 
include every demand for money, labor 
or other valuable thing, whether due or 
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to become due,, but not secured by lien 
on real estate.” Paragraph 6851 of the 
same General Statutes permits a deduc- 
tion of debts from “credits.” That part 
of the paragraph bearing upon this sub. 
ject is as follows: 


‘‘Debts owing in good faith by any 
person, company or corporation may be 
deducted from the gross amount of 
credits belonging to such person, com- 
pany or corporation; provided, such 
debts are not owing to any person, 
company or corporation as depositors in 
any bank or banking association, or 
with any person or firm engaged in the 
business of banking in this state or 
elsewhere; and the person, company or 
corporation making out the statement of 
personal property to be given to the as- 
sessor, claiming deductions herein pro- 
vided for, shall set forth both the am- 
ount and nature of the credits, and the 
amount and nature of his debts sought 
to be deducted; but no person, com- 
pany or corporation shall be entitled to 
any deduction on account of any bond, 
note or obligation given to any mutual 
insurance company, or deferred pay- 
ment, or loan for a policy of life insur- 
ance, nor on account of any unpaid 
subscription to any religious, literary, 
scientific or benevolent institution or 
society; provided, that in deducting 
debts from credits no debt shall be de- 
ducted where said debt was created by 
aloan on government bonds or other 
taxable securities.” 


Section 1 c. 84 of the Session Laws of 
Kansas for 1891 provides for the tax- 
ation of bank stock, and is as follows: 


‘Section 1. That Section 6868 of the 
General Statutes of 1889 be amended as 
follows: Section 6868. Stockholders in 
banks and banking associations and 
loan and investment companies, organ- 
ized under the laws of this state or the 
United States, shall be assessed and 
taxed on the true value of their shares 
of stock in the city or township where 
such banks, banking associations, loan 
or investment companies are located; 
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and the president, cashier or other man- 
aging officers thereof shall, under oath, 
return to the assessor on demand a list 
of the names of the stockholders and 
amount and value of stock held by each 
together with the value of any undivid— 
ed profit or surplus; and said banks, 
banking associations, loan or investment 
companies shall pay the tax assessed 
upon said stock and undivided profits 
or surplus, and shall havea lien thereon 
until the same is satisfied ; provided that 
if from any causes the taxes levied upon 
the stock of any banking association, 
loan or investment company shall not 
be paid by said corporation the property 
of the individual stockholders shall be 
held liable therefor; provided further 
that if any portion of the capital stock 
of any bank or banking association or 
loan or investment company shall be in- 
vested in real estate, and said corpora- 
tion shall hold a title in fee simple there- 
to, the assessed value of said real estate 
shall be deducted from the original as- 
sessment of the paid-up capital stock of 
said corporation. and said real estate 
shall be assessed as other lands or lots; 
and provided further, that banking 
stock or loan and investment company 
stock or capital shall not be assessed at 
any higher rate than other property; 
and provided further, that the provis- 
ions of this act shall apply to all mutual, 
fire and insurance companies or associa- 
tions having assets, accumulations, 
money or credits, and doing business 
under the laws of this state; and pro- 
vided further, that such assets, money 
and credits held and under the control 
of such mutual fire and life insurance 
companies or associations, shall be sub- 
ject to assessment and taxation.” 


These are the only paragraphs of the 
Kansas statute that the plaintiff in error 
claims have any bearing upon this case, 
and counsel for plaintiff in error states 
that the only really important question 
herein is the right of stockholders of a 
national bank to treat their stock there- 
in as a credit from which they may be 
allowed to deduct the debts which they 
are owing in good faith. 


Upon the above agreed statement of 
facts, the court, after due consideration, 
found generally for the defendants, and 
entered judgment in their favor for the 
costs of this action against the plaintiff, 
to which finding and judgment of the 
court plaintiff at the time duly except- 
ed. The plaintiff also filed its motion 
for a new trial, which motion was by 
the court overruled, and duly excepted 
to by plaintiff. The summons in error 
issued from the supreme court of Kan— 
sas was duly served, and the record re- 
moved into that court for review, where, 
after argument, the judgment of the 
court below was affirmed with costs (53 
Kan. 463, 36 Pac. 724) upon the opinion 
in Dutton v. Bank, 53 Kan. 440, 36 
Pac. 719. The plaintiff thereupon sued 
out a writ of error from this court, di- 
rected to the supreme court of Kansas, 
and the record is now here for review. 


Mr. Justice Peckuam, after stating 
the facts in the foregoing language, de- 
livered the opinion of the court, 

By the decision of the supreme court 
of Kansas, paragraph 6847, General 
Statutes of that state, defining the word 
‘credit’ as used in the chapter provid- 
ing for the assessment and collection of 
taxes, that word was held notto include 
shares of stock in a national or state 
bank, and the owners of such shares. 
were held to have no right under that 
statute to deduct from the assessed 
value of their shares the amount of their 
debts. This court is bound by the in- 
terpretation given to the Kansas statute 
by the supreme court of that state 
(People v. Weaver, 100 U. S. 539, 541), 
and the.only question that remains to 
be decided by us is whether, under that 
construction, the statute conflicts with 
section 5219 of the Revised Statutes of 
the United States which provides as 
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follows: ‘‘Nothing herein shall prevent 
all the shares in any association from 
being included in the valuation of the 
personal property of the owner or holder 
of such shares in assessing taxes im- 
posed by authority of the state within 
which the association is located, but the 
legislature of each state may determine 
and direct the manner and place of tax- 
ing all the shares of national banking 
associations located within the state, 
subject only to the two restrictions, that 
the taxatio. shall not be at a greater 
rate than is assessed upon other mon- 
eyed capital in the hands of individual 
citizens of such state, that the 
shares of any national banking associa— 
tion owned by non-residents of any state 
shall be taxed in the city or town where 
the bank is located, and not elsewhere 
Nothing herein shall be construed to 
exempt the real property of associations 
from either state, county or municipal 


and 


taxes to the same extent, according to 
its value, 
taxed.” 
The plaintiff in error claimed that an 
illegal discrimination was made against 
the holders of national bank stock, be- 
cause the statute of the stateof Kansas 
permits certain kinds of debts owing in 
good faith by any person, company or 
corporation to be deducted from the 
gross amount of credits belonging to 
such person, company or corporation, 
in listing their property for taxation, 
while owners of shares of stock in na- 
tional banks are not allowed to deduct 
their indebtedness from the value of 
their shares of stock, and for that reas- 
on the plaintiff says that the Kansas 
Statute is in conflict with the above- 
cited section (5219) of the statutes of 
the United States. It will be seen that 
the term ‘‘credit,” when used in the 
Kansas statute, is defined by that stat- 


as other real property is 
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ute to mean and include every demand 
for money, labor or other valuable 
thing, whether due or to become due, 
but not secured by a lien on real estate; 
and it is only from such credits, so de- 
fined,that the class of debts named in the 
statute, and owing in good faith by any 
person, company or corporation may 
be deducted. There is no proof in the 
case as to the proportion which credits 
from which such debts may be deduct- 
ed, bear to the whole amount of the 
credits owned in the state, nor is there 
any proof as to what proportion the en- 
tire credits owned in the state bear to 
other moneyed capital owned therein. 
Debts owing to any person, company or 
corporation as depositors in any bank 
or banking association, or with 
person or firm engaged in the business 
of banking in Kansas or elsewhere, can- 


any 


not be deducted; and no person, com- 
pany or corporation, is entitled to any 
deduction on account of any bond, note 
or obligation given to any mutual in- 
surance company, or deferred payment 
or loan for a policy of life insurance, 
nor on account of any unpaid subscrip- 
tions to any religious, literary, scientific 
or benevolent instiution or society; nor 
can any debt be deducted from credits 
where the debt was created by a loan on 
government bonds or other taxable se- 
Gen. St. Kan. par 6851. 

It is thus seen that there is a very 


curities. 


large and important class of what is 
termed ‘‘moneyed capital” from which 
no deductions are permitted on account 
of debts. The statute treats shares of 
stock in a national bank upona perfect 
equality and in the same way as shares 
of stock in a state bank for the purpose 
of assessment and taxation. 

In Mercantile Bank v, City of New 
York, 121 U. S. 138, 7 Sup. Ct. 826, 
it was held that the main purpose 
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of congress limits to tax- 
ation on investments in shares of 
national banks was to render it im- 
possible for a state, in levying such a 
tax, to create and foster an unequal 
and unfriendly competition by favoring 
state institutions or individuals carry- 
ing on a similar business and operations 
and investments of alikecharacter. Mr. 
Matthews in delivering the 
opinion of the court in the above-cited 


in fixing 


Justice 


case, gave an exhaustive review of the 
cases which had been decided in this 
court up tothat time, under this section 
of the United States statute, and it is 
evident from the opinion and decision 
of the court in that case, that the intent 
of the United States statute was to pre- 
vent an unjust discrimination against 
the moneyed capital invested in shares 
of national banks, by rendering it “im- 


possible for the state, in levying a tax 


upon such shares, to create and foster 
an unequal and unfriendly competition 
by favoring institutions or individuals 
carrying on a similar business and oper- 
ations and investments of a like charac- 
ter."" Mercantile Bank case, page 155, 
121 U.S. and page 826, 7 Sup. Ct. 
From the record in this case, it is 
wholly impossible to determine that 
there is any discrimination against the 
holders of national bank stock. In order 
to come to a decision in favor of the 
plaintiff in error it would be necessary 
for this court to take what counsel for 
plaintiff calls ‘‘judicial notice” of what 
is claimed to be a fact, viz. that the 
amount of moneyed capital in the state 
of Kansas from which debts may be de- 
ducted, as compared with the moneyed 
Capital invested in shares of national 
banks,was so large and substantial as to 
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amount to illegal discrimination against 
national bank shareholders. This we 
cannot do. There is no proof whatever 
upon the subject. The state court has 
itself determined from 
ledge that the credits from which the 
debts may be deducted do not consti- 
tute a large, or even material, part of 
the moneyed capital of the state; and, 
on the contrary, that court says that 
debts secured by liens on real estate, 
money invested in corporate stocks of 


its own know- 


all kinds and descriptions, including 
railroad, banking, insurance, loan and 
trust companies, and all the multifarious 
forms of moneyed securities, moneys on 
deposit subject to call, and other forms 
of invested capital, constitute the great 
bulk of the moneyed capital in that 
state, and from all such moneyed capi- 
tal no deduction for debts is allowed. 

As the record appears, there is no 
fact of which the court can take judicial 
notice. The relative 
which the moneyed capital of the state 
of Kansas is invested in the various 
kinds of securities to be therein found, 
this court cannot judicially know, When 
proof shall be made regarding that mat- 
ter, it may then be determined intelli- 
gently whether, within the case of Mer- 
cantile Bank, supra, there has been a 
real discrimination between the holders 
of national bank shares, and hence, a 
violation of the above-cited act of con- 
gress, 

The single fact that the statute of 
Kansas permits some debts to be de- 
ducted from some moneyed capital, but 
not from that which is invested in the 
shares of national banks, is not suffici- 
ent to show such violation. The judg- 
ment must be affirmed. 


proportions in 
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NOTES OF RECENT BANKING CASES. 


Bank's Letter, Not an Estoppel.—A Miil- 
waukee bank wrote a bank in Manistee, 
Mich, asking: ‘‘Will you be kind 
enough to give us what information you 
can in regard to the character and finan- 
cial standing of H. of Watervale, which 
will be regarded as entirely confiden- 
tial.”” The Manistee bank replied: ‘‘H. 
has a fine reputation as a competent, 
careful and industrious business man, 
He has no bad or expensive habits, but 
always gives his business the closest at- 
tention, and is very careful in his ex- 
penses. As near as! can judge he has 
invested in his business about $40,000 
above his indebtedness. Had lumber 
held up as well as it opened in the 
spring, I understand he would have 
cleaned up nearly all of his indebted- 
ness,” 

In an action of replevin by the Manis- 
tee bank against the Milwaukee bank 
for property, claimed by the former 
under a bill of sale, and by the latter 
under a subsequent chattel mortgage, 
given to secure a loan made upon faith 
of the letter received from the Manistee 
bank, the supreme court of Michigan 
(First Nat. Bank of Manistee v. Marshall 
& Ilsley Bank of Milwaukee, Dec. 30, 
1895) hold that the letter of the Manis- 
tee bank did not estop it to assert its 
claim under the bill of sale. The Mil- 
waukee bank contended it was the duty 
of the Manistee bank, in reply to the 
letter of inquiry as to the character and 
financial standing of H. to state the in- 
debtedness of H. to it. The court says 
there might be circumstances where 
this would be required, but the letter of 
inquiry contained no intimation that the 
Milwaukee bank was intending a loan 


to H. In order tocreate an estoppel it 
must appear that the party making the 
representations knew or was informed 
that the party to whom they were made 
intended to rely upon them. 

‘‘No statement of liabilities was called 
for, but only his character and financial 
standing asa business man. Banks, as 
well as individuals, frequently write for 
information of this character. Business 
men of the highest standing and credit 
often obtain loans at banks for carrying 
on their business. When an inquiry 
comes to such bank asking simply for 
the character and financial standing of 
the merchant, the bank is not bound at 
its peril to report any loans which such 
merchant may have at its bank, Banks, 
too, often make such inquiries, not for 
themselves, but for their local custom- 
ers. The plaintiff was not therefore, as 
a matter of law, estopped by his letter in 
this case.” 


Personal Loan to Officer Upon Pledge of 
Notes Owned by Corporation.—In Security 
Bank of Minnesota v. Kingsland, su- 
preme court of North Dakota (Nov. 5, 
1895, and on re-hearing, Jan. 10, 1896), 
a corporation was the owner and in pos- 
session of certain promissory notes pay- 
able to itself. The corporation was in- 
debted to its secretary—who was also 
its treasurer—for funds advanced to the 
corporation by such officer. By a reso- 
lution of its directors the notes were de- 
livered and turned over to said officer as 
collateral to its said debt for advances. 
That resolution did not in terms author- 
ize the indorsement of the notes in any 
manner, nor authorize the negotiation 
of the notes by its said officer, Pursuant 
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to said resolution, the notes were de- 
livered to the officer, who subsequently 
repledged the notes to the plaintiff to 
secure a personal loan to himself, and, 
after indorsing the notes by an un- 
limited indorsement in the corporate 
name, he delivered the same to the 
plaintiff to secure said personal loan. 
The plaintiff took the notes with no- 
tice of the facts above set out. Held: 
(1) That the resolution of the board did 
not itself clothe the officer with author— 
ity to indorse the paper, and that such 
officer had no implied authority as an 
officer to indorse the paper for his indi- 
vidual use, (2) The loan transaction 
was prima facie illegal, because, upon 


its face, it involved the indorsement 


and delivery of the property of the cor- 
poration to secure a personal loan to the 
Under such circumstances, the 
plaintiff, in order to show that it re- 
ceived the paperin due course of busi- 
ness, had the burden of showing that 


officer. 


the officer who made the loan had au- 
thority to indorse and transfer the paper 
as was done. No such evidence was 
offered, and hence it did not appear 
that the paper was in fact received in 
due course of business. (3) The action 
was against the maker of the notes, and 
the defense was fraud, and failure of 
consideration as between original part- 
ies. If such defense were made out at 
the trial, the plaintiff, as subpledgee of 
the paper, with knowledge that the 
party from whom he received it held it 
simply asa pledge, could only recover 
the amount due from the corporation 
to the original pledgee, even if the evi- 


dence established authority on the part 
of such pledgee to indorse the notes in 
the corporate name of the subpledgee. 
No evidence was offered tending to show 
the amount due the original pledgee. 
This was a fatal defect in the plaintiff's 
case, 
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Stockholder’s Liability to Refund Divi- 
dends Paid Out of Capital—In Hayden v. 
Thompson, U. S. Circuit Court of Ap- 
peals, eighth circuit, Dec. 9, 1895, the 
following interesting points are decided: 

1. Equity has jurisdiction of a suit 
by the receiver of an insolvent national 
bank against all its shareholders to re- 
cover dividends unlawfully paid to them 
out of the capital at times when the 
bank had earned no net profits, and was 
in fact insolvent, it being in effect a suit 
to execute a trust, to undo a fraud, and 
to prevent a multiplicity of suits. 

2. A bill by the receiver to recover 
the dividends illegally paid may be 
brought without an express order from 
the comptroller of the currency. 

3. It cannot be urged as a defense to 
such suit that the remedies provided by 
the national banking act are exclusive, 
the right to recover diverted trust funds 
not being dependent on statute, 

4. The fact that someof the defend- 
ants participated in but one or two of 
the sixteen dividends on which the suit 
was based, that others participated in 
more, and others in all, the dividends, 
does not render the bill multifarious, 

5. The national courts, sitting in 
equity, act or refuse to act in analogy 
to the statute of limitations of the states 
in which they are sitting. 

6. A stockholder in an insolvent bank 
who receives a dividend from funds 
properly belonging to the creditors holds 
it under an implied and not an express 
trust in favor of the creditors, and hence 
limitations run in his favor against an 
action to recover the dividend. 

7. The rule that the time limited for 
beginning an action for fraud shall not 
commence to run while defendant con- 
ceals it does not apply when the conceal- 
ment is by a third person, 

8. In the absence of fraud the cause 





186 


of action to recover the dividend wrong- 
fully paid arose when the payment was 
made, and not upon the appointment of 
the receiver and the discovery that the 
other assets of the bank were insufficient 
to pay its debts. 


Duty of Bank Holding Notes as Col- 
lateral,—In Northwestern Nat. Bank v. 
Thompson, the U, S. Circuit Court of 
Appeals, eighth circuit (Dec. 16, 1895) 
decide: 

1. A person his 
possession as collateral security for a 
debt is bound, so far as the general 
owner of the notes is concerned, to use 
reasonable diligence to protect the se- 
curity so held, and see that it is not 
outlawed. 

2. A bank having in its custody, as 
collateral security for a debt, notes se- 
cured by a chattel] mortgage on live 
stock and farming implements on a 
farm, is not necessarily negligent, as re- 


having notes in 


spects the owners of the notes, because 


it fails to collect the notes as_ they 
mature, though the mortgaged property 
is at that time adequate for the purpose, 
since, under certain conditions, such 
as a failure of crops, a prudent creditor 
would allow the mortgagor some in- 


dulgence. 


Liability of Stockholder in Insolvent Na- 
tional Bank—Claim of Trusteeship—tin 
Horton v. Mercer, U. S. Circuit Court 
of Appeals, eighth circuit (decision 
rendered Dec. 2, 1895) the following 
are the facts and points decided: 

1. Defendant purchased bank stock 
with his own means, held it for a year, 
and collected and appropriated all divi- 
dends thereon and, when notified by the 
bank that the stock stood in his name 
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on the books, gave no notice that he 
held itin trust for another person, but 
permitted the bank to deal with him as 
the beneficial owner, and did not tender 
the stock to or demand reimbursement 
from any other person. Held, that he 
was estopped to claim, after the in- 
solvency of the bank, that he held the 
stock merely as trustee for another. 

2. One who purchases stock in a na- 
tional bank with his own money on the 
suggestion of another person that the 
latter would buy such stock as 
former ‘‘could get hold of,’’ without 


the 


being under any obligation to convey 
the stock to the other, is not a trustee 
within the meaning of Rev. St. § 5152, 
exempting a person holding stock as a 
trustee from personal liability as a stock- 
holder. 


Liability of Stockholder in Insolvent Na- 
tional Bank—Executor’s Liability. —\n 
Parker v. Robinson, U.S. Circuit Court 
of Appeals, first circuit (Nov. 15, 1895) 
it is held that an executor who receives 
certificates of national bank stock as 
part of the assets of decedent’s estate, 
and includes them in his inventory re- 
turned tothe probate court, is a share- 
holder, and liable as such for an assess- 
ment, under Rev. St. $5151, subject to 
the relief granted by section 5152. 

The facts showed that the bank was 
solvent at the time of death of the stock- 
holder, The certificate of stock came 
into the hands of the executor and was 
included in his inventory of the estate. 
He thus-accepted the stock, and ,by the 
common law prevailing in Massachu- 
setts where the executor qualified, was 
vested with the legal title to the stock. 
The court says: ‘Under the circum- 
stances, the defendant below became in 
law the owner of the stock, although he 
held it in his capacity as executor, and 
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was holden to account for it as such. 
He thus became a shareholder, and lia 
ble, as such, under section 5151 of the 
Revised Statutes. Under these circum- 
stances no questions of survivorship of 
actions or of limitation arise, and the 
circuit court properly entered judgment 
against him. The provisions of section 
5152, relating to stock held by execu- 
tors, administrators, guardians, or trus- 
tees, are purely supplementary, and are 
intended only to relieve the classes of 
persons named therein from execution 
against their individual assets, and they 
do not qualify the general rule of lia— 
bility under section 5151.” 


Liability of Stockholder in Insolvent Na- 
tional Bank— State Bank and Insurance 
Company Holding Stock.—In Citizen's 
State Bank of Noblesville v. Hawkins, 
U. S. Circuit Court of Appeals, seventh 
circuit, Jan. 6, 1896, a state bank which, 
under its charter, had power to accept 
stock in a nati8nal bank as security for 
a loan, or to acquire such stock by levy 
and sale under execution to satisfy a 
debt due to it, but which had no power 
to purchase such stock as an investment, 
purchased shares of the stock of a na- 
tional bank, which were transferred to 
iton the books of the national bank, 
The latter bank subsequently became 


insolvent, and an assessment upon the 
stockholders was made by the comp- 


troller of the currency, payment of 
which was resisted by the state bank on 
the ground that the purchase of the 
stock was ultra vires. Held that, as the 
purchase of the stock was merely the 
exercise, for an unauthorized purpose, of 
a power existing for other and legiti- 
mate purposes, the defense of ultra vires 
was not available. 


In Cooper Ins, Co. v. Hawkins, de- 
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cided by the same court at the same 
time, the decision in Citizens’ State 
Bank v. Hawkins, is followed and ap- 
plied tothe case of an insurance com- 
pany, authorized to hold stock of a na- 
tional bank as an investment of surplus, 
but not of capital, which had invested 
a part of its capital in such stock, 


Checkh— Holder Has No Right of Action 
Against Bank in Ohio.—The following 
important proposition is settled for the 
state of Ohio by the supreme court (de- 
cision Jan. 21, 1896) in Cincinnati H. & 
D. R. Co. v. Metropolitan Nat. Bank: 

An action cannot be maintained 
against a bank by the holder of a check 
for refusal to pay it, unless the check 
has been accepted, although there stands 
to the credit of the drawer on the books 
of the bank, a sum more than sufficient 
to meet the check. 


Accommodation Indorser—Discharge.— 
In Price County Bank v. McKenzie (su- 
preme court of Wisconsin, Dec. 17, 1895) 
it is held: 

1, An accommodation indorser on a 
note secured by mortgage of the maker 
is discharged by application of the se— 
curity without his knowledge to other 
purposes, he being a surety. 

2. An indorsement by an accommoda- 
tion indorser of a renewal note, in ig- 
norance that the debt was discharged, 
so far as he was concerned, by applica- 
tion to other purposes of the security 
for the original note, on which he was 
indorser, is without consideration, and 
does not bind him. 


Effect of Second Indorsement—Minnesota, 
The supreme court of Minnesota, in 
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Bowler v. Braun, Nov. 27, 1895, holds 
that where a person not connected with 
the original consideration of a note in- 
dorses it after a prior indorsement by 
the payee, and below his signature, the 
law conclusively presumes it to have 
been done in aid of the negotiation of 
the note, and the party thereby becomes 
a second indorser; and it is not compe- 
tent to vary the legal effect of that in- 
dorsement by parol evidence, as between 
the second indorser and a subsequent 
holder of the note, whether the latter is 
an innocent purchaser or not. 


Disputed Payment of Note to Bank— 
Jowa. In Bank of Milo v. Vertz, su- 
preme court of Iowa, Dec, Iz, 1895, the 
Bank of Milo, a firm of private bankers, 
brought action to recover $155 with in- 
terest, upon a promissory note alleged 
to be lost or destroyed, and to foreclose 
a chattel mortgage given to secure the 
same. The point at issue was whether 
defendant had paid the note to plaintiff 
bank. It appeared that defendant was 
a farmer, and had had dealings with 
plaintiff for a number of years, of which 
plaintiff alone kept accounts, and that 
during that time plaintiff held five of de- 
fendant’s notes. The persons who 
acted for plaintiff in its transactions 
with defendant testified positively that 
the note had not been paid, and the 
bank books, which were accurately kept, 
corroborated theirtestimony. Defend- 
ant produced the note, marked by him- 
self ‘‘Paid,” and testified that he never 
took it from the bank without paying it, 
and that he marked it ‘‘Paid’”’ at home; 
that he did not remember when he paid 
it, or what amount he paid when he got 
the note, but remembered the transac- 
tion. The bank officials testified that 
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they could not say how defendant got 
the note, unless it was delivered to him 
by mistake when hetook up some other 
notes. Held, that a judgment for plain- 
would not be disturbed. 


Liability of Surety—Texas—Duty of 
Purchaser to Inquire. In Battle v. Cush- 
man, court of civil appeals, Texas, Jan- 
25, 1896. A, B and C executed a note 
payable to ““C. S. Smith or bearer.” A 
was principal, B and C sureties. The 
agreement between A and the sureties, 
was that the note was to be delivered to 
Smith, for a loan from Smith to A, and 
that A would execute a mortgage to 
Smith as security. Smith refused to 
take the note or make the loan. Three 
months later, A borrowed money from 
plaintiff and gave the note as security. 
Held, plaintiff could not recover on the 
note from the sureties. The note was 
void, as against the sureties, because it 
was never delivered to the payee named 
therein, and because of being found in 
the hands of one of the makers, and 
taken and received from him, it was not 
taken in ‘‘due course of business,’’ and 
this was sufficient to excite suspicion, 
and require a purchaser to inquire of 
the payee and signers all about the 
transaction, and therefore plaintiff must 
be held in law to have had notice of all 
the facts he would have learned by such 
inquiry. The question here involved 
has been in part decided by the court of 
appeals at Austin, in Eck v. Schuermey- 
er, except in that case the notes were 
payable to order; but, if the note is 
taken from the hands of the maker, it 
being payable to a named person or 
bearer, it is not taken “in due course of 
business,” and it would be the duty of 
the purchaser to inquire. 
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THE CONSEQUENCES OF DISHONORING A CUSTOMER’S CHECK, 


Woe tothe bank that in an unguarded 
moment refuses to pay its customer's 
check, when he has sufficient funds on 
deposit. 

Justice travels with a leaden heel, but 
strikes with an iron hand, and such an 
unrighteous performance, 
how 


no matter 
innocent and unintentional the 
mistake, cannot go unrebuked or un- 
punished, The customer’s ‘‘honor” and 
“credit” must not be tampered with, 
and sympathetic juries and hard headed 
judges are always at hand to apply that 
monetary salve so effectual to heal the 
wounded honor. To pay a customer’s 


check when he has no funds on deposit 
is bad enough, but not to pay his check 
when he has funds is infinitely worse, 


Justice is deaf tothe plea that the mis- 
take is due to a wiong addition or 
eroneous debit by a tired bookkeeper, 
or to the charging up of a note not yet 
matured by an aberrated cashier, whose 
profuse apologies ard letters in repara— 
tion are immediately tendered. The 
thing has been done, that is enough, 
and the case is judicially diagnosed as 
one of “temperate,” ‘“‘substantial,” 
“punitive,” or ‘‘vindictive” damage, It 
matters not whether there has been any 
actual damage inflicted or proved by 
the customer. To such depths it is not 
the business of the courts to inquire. 
The injury is of such nature that damage 
will be presumed from the mere act, and 
the amount of the damage is assessed by 
amerciful jury under the cold, super- 
vising eye of the court. 

These damage cases seem to us to be 
cropping up with considerable frequency 
oflate. Whether it is because book- 


keepers are getting more tired and 
cashiers more careless, or whether ‘‘dis- 
honored” customers are becoming more 
keenly alive to their legal rights, we 
cannot say. But it will do no harm to 
review some of the various cases on the 
subject. The first case that we know of 
arose in the city of London. One Mar- 
zetti, a wine merchant, had #69 on 
deposit with his bankers, Williams & 
Co., on the evening of Dec. 17, 1828. 
On Dec. 18 he drew a check for £87, 
which at the time of drawing was an 
overdraft, but on the iIgth, before the 
check was presented, he deposited a £40 
Bank of England note. When the check 
was presented on the igth, the clerk, 
after referring toa book, said there was 
not sufficient assets, but the check might 
go through the clearing house. The 
clerk was unaware of the £40 deposit 
made an hour or two previously, which 
had nct yet been entered up to the 
credit of the depositor. The check was 
in fact paid on the following day. The 
indignant Marzetti sued his barkers in 
an action of tort. He was unable.to 
prove any special damage. The jury 
thought that when the check was pre- 
sented, the bankers had had a reasona- 
ble time to enter up the last deposit, 
and Marzetti was awarded ‘‘nominal’” 
damages. ‘ihe depositor’s ‘thonor” was 
thus vindicated, and the bankers, it 
must be confessed, gotoff cheap. Lord 
Tenterden said that the action, though 
in ‘‘tort,”” was substantially founded on 
a “contract,” and Marzetti, though he 
may not have sustained a damage in 
fact, was entitled to nominal damages, 
Taunton, J. also considered that the 
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bankers ‘‘were guilty of a breach of 
duty sufficient to entitle the plaintiff to 
recover nominal damages, for he had a 
right to have his check paid.” None of 
these learned judges seemed to discern 
any ‘‘guilt” or ‘“‘breach of duty” on the 
customer's part in giving acheck on a 
day when he had insufficient funds or 
how little honor a man had to vindicate, 
who risked it upon the contingency 
that his overdrawn check would not be 
presented on the same day, and on his 
ability to rush to the bank and make it 
good, before presentment. 

A later English case, Rolin v. Stew- 
art, goes the Marzetti case one bet- 
ter in the matter of damages with 
which the bank is mulcted. A firm of 
merchants carried an account with a 
branch of the East of England Bank at 
Lynn, On Feb. 4, 1854, they had a bal- 
ance of £476, but this balance included 
a note of £900 which was entered “in 


full” in their pass-book, but which the 
manager testified the bank had not 


agreed to treat as cash, The whole 
trouble grew out of this note. The man. 
ager on the day named informed the 
customers they must arrange with the 
bank if they desired any more checks 
paid. The customers remonstrated, and 
then to emphasize their displeasure 
drew three checks for 111 and accepted 
a bill for £48, which the manager re- 
fused to pay—he had not agreed to treat 
the note as cash, and without this, they 
were already overdrawn. Justice was 
then invoked by the customers, and the 
persuasive eloquence of the attorney for 
the plaintiff led the jury to find as a fact 
‘that the agreement was that the £900 
note should be treated as an immediate 
available credit in the plaintiff’s favor.” 
This fact established, the result is easy 
to prophesy. Notwithstanding the cus- 
omers failed to prove they had sus- 
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tained any special damage, his lordship 
Campbell, C. J. told the jury that ‘‘they 
ought not to limit the verdict to nominal 
damages, but should give the plaintiffs 
such femperatedamages as they should 
judge to be a reasonable compensation 
for the injury they must have sustained 
from the dishonor of their checks.” So 
prompted, the jury promptly returned 
the verdict—‘‘damages £500.” ‘‘Tor- 
rid” rather than ‘‘temperate” we should 
say. This case, however, went higher, 
and came under the judicial cognisance 
of Creswell, Williams and Crowder, 
three chivalrous Knights, sitting as 
judges in Her Majesty’s Court of Com- 
mon Pleas. They all said that Lord 
Campbell was right in telling the jury 
that they ought to give, not nominal, but 
temperate damages, for the plaintiffs, 
being traders, to discredit their checks 
was equivalent to slandering them in 
the way of their trade, and in all such 
cases, substantial damages would be in- 
ferred, without the necessity of proof. 

As it was conceded in the case ‘‘that 
the plaintiffs had sustained no actual 
damage,” this unanimity of judicial 
view must show to the banker how 
sacred a thing is his customer’s honor, 
and how dire the consequences if he 
ventures to impugn it, even though the 
checks he essays to reject are not drawn 
against cash deposited by a customer, 
but against the customer's own paper 
upon which the banker notifies him he 
is unwilling to risk advances. Credit, 
however, must be given these learned 
judges for one thing; while they agreed 
upun the principle of mulcting temper- 
ate damages, they disagreed with the 
jury upon the amount of damages 
awarded. They all thought it too high, 
and suggested to the plaintiffs a reduc- 
tion, or the alternative of sending the 
case back for a new trial. Thecustom- 





CONSEQUENCES OF DISHONORING CHECKS. 


ers, knowing when they had a good thing, 
agreed that the verdict should be re- 
duced to £200, and judgment for this 
amount stands recorded in favor of 
Rolin v. Stewart, 14 Com, B. 595. 

We cross the Atlantic. The Quaker 
City furnishes the first case here of 
which we have record. On Dec. 7, 1882, 
one Birchall, a customer of the Third 
National Bank of Philadelphia, had a 
credit balance of $600, and drew two 
checks, one $68, the other $250, which 
on presentation through banks were dis- 
honored, on the ground of ‘‘not suffi- 
cient funds,”” This resulted from an in- 
nocent mistake, the fault of a book- 
keeper, who, in adding up the account 
carelessly, omitted a figure. Four days 
later, on discovery, one of the bank’s 
officers went to the customer, expressed 
regret, and gave him a letter admitting 
that their clerk had made an error of 
$1,000 in his account, which had always 
been good, The customer, however, 
sued the bank and introduced some evi- 
dence for the purpose of showing 
special damage. The jury gave him 
The Court of Common Pleas 
at Philadelphia, reviewed the case, re- 
duced the damages to $600, and ordered 
judgment for that amount. 

Another case in Pennsylvania, which 
in this instance passed under review of 
the supreme court, arose in Pittsburg. 
One Patterson had an account as“agent”’ 
in the Marine National Bank of Pitts- 
burg, and on Dec. 29, 1887, drew a check 
for $1,315.53, the exact balance of his 
account. The bank refused to pay the 
check because athird party had made 
claim upon the amount as owner of the 
deposit, which claim ultimately was not 
sustained. A jury gave the customer 
$300 damages, though no special dam- 
age wasshown, and the supreme court, 
per Paxson, J., acquiesced in the ver- 


$1,000. 
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dict, delivering a lecture upon the duty 
of banks to the public, picturing the 
disasters that would followa policy of 
refusing checks that ought to be paid, 
and saying that in aggravated cases, the 
jury would be justified in even award- 
ing ‘‘punitive’ damages. Such judicial 
spleen is uncalled for when in no re- 
corded case has payment been refused 
except as the result of mistake or honest 
belief in the propriety of the refusal, 

Turning next to Chicago, we find 
that among the accounts carried by the 
private banking firm of Schaffner & Co., 
now failed, were the following: 

Ehrman, 
Ehman & Co. 

These names were in juxtaposition on 
the bank’s ledger in the order shown, 
and a_ bookkeeper, probably _near- 
sighted, on May 4, 1888, charged two 
checks aggregating $125 drawn by 
Ehman & Co., against Ehrman’s ac- 
count, which stood next above. Some 
days afterwards Ehrman, who was a 
liquor dealer, drew his check which 
when presented through the clearing 
house, was returned refused for want of 
funds, although in reality good. The 
payees telegraphed Ehrman, who called 
at the bank, the account was gone over 
and the mistake discovered. The bank 
immediately wrote the payees explain- 
ing how the error occurred and that the 
check should have been paid. Ehrman 
closed his account, and it was discovered 
that two other checks drawn after the 
erroneous charge, had been refused for 
want of funds, which should have been 
paid, and which upon second present- 
ment had been paid out of funds de- 
posited by Ehrman in the interim. 
Ehrman thirsted for gore and consulted 
his lawyer, who, after reading up, and 
becoming thoroughly fired with the 
spirit of Rolin v. Stewart, brought suit, 
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The circuit court of Cook County, tried 
the case without a jury. Here was a 
great mistake—the plaintiff should have 
insisted upon a jury. 

There was certainly material here with 
which a Sergeant Buzfuz might work 
up a jury to a dizzy height of damages. 
As it was, a cold, calculating, circuit 
court gave judgment for only $450 and 
the supreme court of Illinois affirmed the 
judgment at that figure. There had 
been no special injury shown. A ma- 
jority of the judges said this was not 
necessary. Rolin v. Stewart was good 
enough for them, Theact of the bank 
was similar to slandering a merchant in 
his trade, and called for substantial 
damages without the necessity of proof 
of actual damage. True, while the gist 
of an action of slander is ‘* malice,” and 
in the case of the bank there was no 
actual malice, but merely an innocent 
mistake, still it was ‘*legal malice,” 
and that was sufficient. One justice, 
Craig, disagreed, and said that as the 
proof failed to show any actual damage, 
and there was no evidence tending to 
prove malice, fraud or oppression on 
the part of the bank, recovery should 
not be had for more than nominal dam- 
ages. The majority, however, thought 
otherwise. 

The banner case of customer’s dam- 
age recently arose in Nebraska. The 
proprietor of a hotel gave his check on 
the Bank of Commerce of Omaha for 
$804 to the city treasurer in payment of 
taxes. It was refused payment by the 
bank, because of the non-credit of a 
note to the customer’s account, which, 
it was established, should have been 
credited. The customer was thereupon 
arrested and jailed on the charge of ob- 
taining a tax receipt under false pre- 
tenses, He sued the bank, and a jury 
gave him $50,000, enough to bankrupt 
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many asmallbank. Thesupremecourt 
of Nebraska, however, came to the 
bank’s relief and granted a new trial, 
It said that the only element which 
could be considered by the jury in fix- 
ing the damage. was loss of credit, re- 
sulting from the bank’s refusal of the 
check: that the arrest and imprisonment 
of the customer, elements which had 
great weight with the jury, could not be 
admitted to enhance the damage. A 
full report of this case will be found in 
Volume ro of the Banxinc Law Jour- 
NALat page 352. There have been sev- 
eral other damage cases against banks 
in recent years for refusal to pay checks, 
reports of which will be found in the 
later volumes of this JoURNAL, as to 
which our space will not permit further 
mention. Inthe January, 1896, Jour- 
NAL is a case where the Atlanta (Ga.) 
National Bank returned a check unpaid 
by reason of a negligent mistake of an 
employe, and ‘‘ temperate” damages of 
$200 were granted by the jury and sanc- 
tioned by the supreme court, although 
there was no proof of special damage to 
the customer. 

In the present JouRNAL will be found 
a case decided in Minnesota where the 
State Bank of Duluth had by mistake 
charged up an unmatured note of $300 
against its customer and then refused 
his check. The depositor sued the 
bank, but did not allege or prove any 
special damage, and the jury very grac- 
iously awarded him ‘‘ nominal” dam- 
ages only. Dissatisfied, he appealed, 
and the supreme court of Minnesota 
sent the case back with the direction 
that the customer is entitled to some- 
thing more, namely, ‘‘ general, compen- 
satory damages " for the mistake of the 
bank, 

In reviewing the various cases, one 
cannot but feel that there is consider- 
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able injustice in the doctrine, born out 
of the expressions of the three English 
justices, who sat, duly wigged, pow-— 
dered and gowned, in judgment upon 
Rolin v. Stewart, and whose views have 
been slavishly followed by many of the 
American courts, namely, that it is not 
necessary that actual damage to a cus- 
tomer be shown, arising from dishonor 
of his check, in order to entitle him to 
‘*substantial,”” rather than 
The basis of the 
doctrine is “‘slander,” and the essence 
of slander is But where is 
the ‘‘malice” in an innocent mistake as 
to the figures of an account? There is 
The courts then are driven to 
the invention of a refined distinction,and 
to fill the requirements of an action for 


recover 
‘*nominal ”’ damages. 


** malice.” 
’ 


none, 
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slander, they say that while there is no 
actual malice, there is /ega/ malice in the 
act of the bank, and upon this they base 
the customer’s right to recover from his 
banker compensation for an injury which 
he cannot prove, and which largely ex- 
ists only in the imagination. It cannot 
Be denied that the sums with which 
banks have been mulcted for erroneous 
refusals to pay checks have, in the ma- 
jority of cases, been largely out of pro- 
portion to the real injury inflicted. 
Where there is actual damage, let it be 
proved and paid for; but where there is 
no actual damage, it is but a fiction of 
justice to call an innocent mistake 
‘legal malice,” and then to assess dam- 
ages on the basis of slander and actual 
malice. 


RETENTION VERSUS RETIREMENT OF THE GREENBACK. 


Debate between students of Harvard and Princeton at Boston, Friday evening, March 13. 1896, e 
resulting in a victory for Harvard. 


QUESTION FOR DEBATE.—“ Resolved, that Congress 
should take immediate steps toward the co.aplete re- 
tirement of all legal tender notes.’’ 

AFFIRMATIVE, Princeton. Herbert Ure, ’96, of 
New Jersey ; Robert McNutt McElroy, ’96,of Missouri, 
Frederick William Loetscher, ’96, of Iowa. 

NEGATIVE, Harvard. William Sterling Youngman, 
L. Sof Pennsylvania; Joseph Parker Warren, ‘96, of 
Boston, and Fletcher Dobyns, ’98, of Ohio. 

PRESIDING OFFICER, Ex Gov. William E. Russell. 

JubGes. Prof. Hadley, of Yale; Prof. Mayo-Smith, 
of Columbia, and Hon. George Fred Williams. 

Each debater spoke twelve minutes, then each had 
five minutes for rebuttal. At the close of the debate 
the judgesretired and in a few minutes returned and 
announced a unanimous verdict for Harvard Fol- 
lowing is an epitome of the debate: 


Mr. Ure, of Princeton, who opened 
the debate, spoke briefly of the financial 
history of the country following the 
war, and said that the affirmative party 
intended to argue the question upon a 
broad and comprehensive basis. It 
was their purpose to confine themselves 
to several fundamental, incontroverti- 


ble reasons why the legal tender notes 
should be retired. Mr. Ure maintained 
that the government was not fitted to 
do a banking business. The bank had 
its property in easily convertible assets, 
and the notes are a first lien on the 
assets. There was never any doubt 
about the bank’s ability to redeem its 
notes. Issue, he stated, is a banking 
function, and must be based upon an 
adequate reserve fund, and must be 
elastic. The government assets are not 
easily convertible. Its income is not 
large enough to maintain an adequate 
reserve fund, In order to insure elas— 
ticity there must be a delicate balancing 
and adjustment, according to the needs 
of the country. The government, he 
argued, could not so adjust the amount 
of its credit currency to the wants of 
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the community. He repeated that the 
government was not fitted to carry on 
the function of issue, and, inasmuch as 
in issuing these legal tender notes it was 
assuming a function for which it was 
unfitted, the affirmative party demanded 
that these legal tender notes be retired. 

Mr. Youngman, of Harvard: We 
stand emphatically for sound money. 
We defend the retention of a strictly 
limited quantity of convertible govern— 
ment notes. There is a minimum quan- 
tity of paper money which the conven- 
ience of business always requires to be 
in circulation, England has such a 
minimum, amounting to $80,000,000 
worth of uncovered notes, and her states- 
men all agree that they could with per- 
fect safety float double that amount. 
Germany has issued 175,000,000 marks 
of imperial notes which are never pre- 
sented for redemption. And Canada 


has outstanding $20,000,000 of Domin- 
ion notes, which are eagerly sought 


after. 

In our country, by reason of its larger 
population, its many and widely scat- 
tered business centres and the strong 
preference of the American people for 
paper money for use in every-day trans- 
actions, we have been able to float for 
1134 years $346,000,000 legal tenders, 
which gave the treasury no more trouble 
than they would had they all been gold 
certificates. During these years only 
$28,000,000 of them were redeemed, 
and during that same period over $150, - 
000,000 in gold was presented at the 
treasury to draw out legal tender. 

The chief cause of all our trouble was 
the creation of a fear throughout the 
whole financial world that the passage 
of the silver purchasing act of 1890 
meant that the United States was about 
to change to the depreciated silver 
standard, Another cause was that 
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mandatory provision in the act of 1878 
that the legal tenders when redeemed 
should be reissued, not against a re- 
deposit of gold, but paid out like any 
other part of the treasury’s cash. 

Now, if the revenue had been even 
equal to the expenditures, the redeemed 
legal tenders could have been separated 
from the other cash in the treasury and 
need not have been reissued. Had they 
not been reissued, of course there could 
have been no endless chain, 

Mr. McElroy, of Princeton, reminded 
the debaters on the negative side that 
the English and German issue of gov- 
ernmental notes was not analagous to 
the issue of legal tender notes by the 
United States government. Heindors- 
ed the statement made by his colleague, 
that the government was unfit to doa 
banking business. He said that the 
existence of the legal tender notes un- 
dermines the confidence of other nations 
in our power to maintain an adequate 
reserve. He thought there could be no 
doubt that our legal tender notes had 
such an effect. Practically all of the 
gold for export had to come out of our 
gold reserve of $100,000,000, although 
this was not nearly the amount of gold 
there was in the country, and foreign 
countries were inclined to look upon 
the gold reserve as the barometer of our 
national financial condition. 

The speaker contended that the legal 
tender notes were responsible for the 
gold bond sales, of another one of which 
there was arumor, The country might 
be considered to be on a sound and 
responsible currency basis only when 
these notes were retired, he said, With- 
out their retirement, he continued, the 
country could never hope to maintain its 
gold reserve. Yet every one would 
agree that the gold reserve must be 
maintained while the legal tender notes 
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exist. If these notes were retired the 
government would not be compelled to 
maintain the gold reserve, and would 
not be at the mercy of foreign investors. 

Mr. Warren, of Harvard, after refer- 
ring to the points made by his collea— 
gues, urging only such a retirement of 
legal tenders as would make the latter 
equal to specie, went on to say: The 
argument which is most often urged as 
a decisive objection to convertible gov- 
ernment notes is that the government 
has no power to protect its reserve by 
raising the rate of discount. 

Now, of course, the government does 
not use the rate of discount; but I 
shall show that when the reforms which 
we propose have been introduced the 
banks in protecting their reserve will 
also protect the government reserve. 
Why do they not protect the govern- 
ment reserve now? Because of the re- 
dundancy. When there is too much 
money in the country it flows into the 
banks ; their reserves become excessive 


and they have no motive for raising the 
rate of discount ; that is, increasing the 
charge for loans. 

They try to lend all they can at as 


cheap rates as bring any profit. The 
result is that legal tenders, which form 
over half the bank reserves, are freely 
paid out, and are used by gold export- 
ers to deplete the treasury—this is the 
great vice in the present system which 
we propose to remove—the treasury 
pays them out again, thereby preventing 
the gold export from reducing the re- 
dundancy, and they find their way back 
to the banks and are used over and over 
to repeat the depletion. 

Now, what changes will the necessary 
reforms introduce ? In the first place, 
the notes redeemed at the treasury will 
be held and not reissued. This will 
soon carry off the redundancy. When 
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the redundancy is gone the bank re- 
serves will soon come down to the law- 
ful minimum, which must be kept up if 
the banks would continue sound, Sothe 
rate of discount must go up, and will 
protect that part of the bank reserve 
which consists of legal tenders just as 
surely as that part which consists of 
gold. Then the whole train of results 
from a rise in the price of gold will be 
set in motion, the level of prices will 
fall, exports will be stimulated, gold 
will flow our way and the strain on the 
redemption department of the treasury 
will come to an end, 

Mr. Loetscher, of Princeton, said 
that the affirmative sought to establish 
the position that the prime cause of the 
fear that the treasury could not, or 
would not, keep up its policy of a main- 
tenance of a parity was an excessive in- 
flation of its credit currency. For 15 
years there had been a gradual under- 
mining of cenfidence by diluting our 
currency. No wonder, said he, that 
foreign capitalists began to discredit us 
and clung to their gold! They saw 
what the great mass of our people did 
not see so clearly, that there was in 
store for us, because of our excessive 
issues of credit currency upon an irra- 
tional and excessive basis, an awful day 
of reckoning, which came in 1893. This 
was a drawing aside of the veil which 
exposed a long lurking danger, 

Mr, Loetscher thought that we must 
model our currency system after that of 
the European nations. Great Britain, 
said he, found it convenient to retire her 
credit currency, and he also held up the 
example of France, which, he said, had 
redeemed her three hundred millions of 
credit paper within eight years, All 
the United States needed, he continued, 
was more of a gold basis for its tower- 
ing superstructure of credit. It must 
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abolish a financial system, the whole 
strength of which rested upon such a 
contingency as an adverse decision, for 
instance, of the supreme court, in the 
income tax matter. 

Mr. Dobyns, of Harvard, said, in part: 
It is a commonplace of monetary discus- 
sion that, because of its convenience to 
the community, a limited quantity of 
convertible paper money will circulate 
with safety and advantage. Now, there 
are two conclusive reasons why this 
limited volume of notes should be 
issued by the government. 

In the first place, it constitutes a great 
‘saving to the people. If the legal ten- 
ders were retired it would be necessary 
for many years to come to pay interest 
upon the bonds with which they were 
retired, and thus to increase the bur- 
dens of taxation. The issue of a circu- 
lating medium would then become a 
source of profit to the banks which issued 
it, and this would only increase the jeal- 
ousy th:t the people already feel toward 
corporations, and thus popular discon- 
tent would be fostered. 

In the second place, the legal tenders 
serve to relieve the strain upon the 
world’s gold supply. At the present 
time over one-half of the vast bank re- 
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serves are held in legal tenders. Now, 
the banks will not, and cannot, be ex- 
pected to hold silver in their reserves, 
and it is impossible that they should 
hold their own notes. So that, if the 
legal tenders were retired, the entire 
quantity of those that are now held in 
the banks would have to be replaced by 
gold. It is certain that this would put 
too great a strain upon the world's gold 
supply. 

We are told that the production of 
gold is increasing, but it has not been, 
and it cannot be, proved that the in- 
crease is keeping pace with the 
wonderful expansion of business that is 


going on all over the world. A large 
number of the sound money statesmen 
and economists of the country are in 
favor of international bimetallism, be- 
cause they believe that the world’s stock 
of gold is an insufficient basis for its ex- 
panding business. But more conclusive 
still is the fact that the advocates of the 
single gold standard admit the necessity 
of relieving the strain upon gold in so 
far as it is compatible with the single 
standard, 

This concluded the main debate. The 
five minute speeches in rebuttal fol- 
lowed. 


J. P,. MORGAN & CO. 


A conspicuous example of great financial 
power, rightly exercised, for the good of both 
public and private interests, is afforded by the 
firm of J. P. Morgan & Co., of which Mr. J. 
Pierpont Morgan is the efficient head. To Mr. 
Morgan's financial genius, wide influence and 
masterly activity is due the formation of a syn- 
dicate a year ago, which by furnishing the gov- 
ernment, at the eleventh hour, with the neces- 
sary gold to maintain its reserve, saved it from 
financial dishonor and averted the gigantic dis— 
aster which would have resulted to the people 
at large, and in addition exerted an influence to 
prevent gold withdrawals, which was potent for 
several succeeding months. When the govern 
ment again needed gold at the beginning of the 


present year the same financial genius stood 
ready to assist it, and when the offer of bonds 
was thrown open to the financial world gen- 
erally, the bid of the Morgan syndicate for the 
entire issue or any part of it at 110.6877, in- 
sured to the government the successful floating 
of the loan ata fair figure. In the matter of 
railroad enterpries, also, this firm stands prom- 
inent as the leading and most successful agency 
in financial circles through whose mediumship 
reorganizations of vast properties have been 
successfully accomplished. Through the skill 
and influence of this firm, millions of dollars of 
investments in the bonds and stocks of declining 
properties have been saved to the owners by 
their policy of preservation and reorganization. 
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LOUIS HANNEMAN. 


Some lawyers attain prominence early in 
their professional career, while the majority 
gain their laurels after they have passed the 
meridian of life. Included in the former class 
is Mr. Louis Hanneman, ex-Corporation Attor- 
ney of New York city, who is also well-known 
in business and political circles. 


office show that while Mr. Hanneman collected 
less for violations of the city ordinances he 


turned over to the Charity Commissioners more 
money than any former incumbent of that 
office. He resigned his position in January, 
1895, and resumed his private practice at 132 
Nassau street. 

In politics, Mr. Hanneman has always been 


Louis HANNEMAN. 


A native of the Metropolis, where he was born 
October 22d, 1858, he was educated in the pub- 
lic schools and De La Salle Institute of the 
Christian Brothers, and pursued a commercial 
course of study in the College of the City of New 
York, while his legal training was obtained in 
the office of ex-Judge Michael C. Gross and at 
the University of the City of New York, where 
he secured the Bachelor of Laws’ degree and 
also won the class prize in 1879. He 
diately began practice, turned his attention 
chiefly to the civil departments of the profes- 
sion, and made a specialty of commercial and 
corporation) law. He soon demonstrated that 
these branches were his forte, and his success 
in this line of practice led to his appointment as 
Corporation Attorney. of New York city. His 
administration of the office was admirable and 
gZave general satisfaction. The records of the 


imme- 


actively identified with the Democratic party, 
and for many years, until 1886, was secretary 


of the Tammany Hall General Committee. He 
is a member of the present Committee on Organ- 
ization and has always worked hard for the 
success of the ticket. 

Mr. Hanneman’s clever manners have also 
won him popularity in club and social li‘e, his 
membership including the Tammany and Done- 
hogewa clubs, the Gravesend Yacht Club, the 
Masonic Order, Odd Fellows, Knights of Pythias, 
Royal Arcanum, Eichen-Kranz Singing Society 
and the Municipal Art Society. Recognized also 
as a successful manof business, Mr. Hanneman 
is interested in many enterprises, being a di- 
rector in the Ne Plus Ultra and the Little Joe 
Mining Companies of Montana, and identified 
with the management of Eastern industries. He 
married in March 1889, resides in the Metrop- 
olis and has a beautiful summer place at Bath 
Beach, L.1., where his groundsafford the visitor 
abundant evidence of his skill in the science of 
horticulture. 
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INQUIRIES AND CORRESPONDENCE. 


rs department is carried on for the benefit of all subscribers, who are entitled to submit questions of gen- 


eral interest, and ex 


pect prompt and careful consideration thereof, without charge. The names and places 


of those submitting inquiries are published, unless special request is made to the contrary. 


Collection by Insolvent Bank in Ohio. 


In the February Journal the following 
inquiry was published: 


DeAR Sir:—The Farmers & Merchants’ Bank, 
a private concern located in Uhrichsville, O., 
made an assignment on or about Nov. I, 1895. 
Just before they made the assignment, the 
First National Bank of Hicksville, Ohio, sent 
the F. & M. Bank twocheck or drafts on parties 
in Uhrichsvilie for collection and return of pro- 
ceeds. The F. & M. made the collection, but 
failed to remit before they assigned. The First 
National Bank of Hicksville, O., claim that 
they cannot be considered as a debtor and 
creditor in this transaction. The assignee re- 
fuses to regard their claim in any other light 
than that of a general creditor. 

Do you know of any decision by any court in 
Ohio that will sustain the position taken by the 
assignee? We think that this claim is and 
must be regarded as a preferred claim, and be 
paid now in full. At your earliest convenience, 
please give me such information as you may 
have on this subject. 


Our reply was that the transfer of the 
checks to the Farmers’ & Merchants’ 
Bank ‘‘for collection and return of pro- 
ceeds” gave it no title but made it an 
agent to collect and remit; that if the 
proceeds had not been mingled with 
the bank’s funds before assignment, the 
right of the Hicksville bank, as owner, 
to recover them specifically is clear; 
that if the proceeds were mingled, the 
ability to obtain full payment would de- 
pend upon how the Ohio courts would 
stand upon the question, the authorities 
in other states being conflicting, some 
holding that preference in payment is 
lost when the proceeds are mingled with 


the bank’s funds, others that the assets 
are chargeable with payment in full 
even after such mingling. Since pub- 
lishing this reply, we have obtained the 
full text of the opinion of the Hamilton 
county (Ohio) Court of Insolvency, ren- 
dered by McNeill J., passing upon the 
various claims made upon the Commer- 
cial Bank of Cincinnati, which failed 
March 27, 1895, at 3.48 p.m. We give 
below an abstract of this decision, not 
only as throwing light upon the recourse 
of the Hicksville bank upon its partic- 
ular claim, but as affording valuable in 
formation for claimants against insol- 
vent Ohio banks, although bank insol- 
vencies in that state are something of a 
rarity. 

The general rule announced by the 
court is as follows: 


A bank has no right to continue busi- 
ness after its insolvent condition be- 
comes known to its officers. Where it 
continues business for more than a year 
after such insolvency is known before 
an assignment is made, although the 
officers may have had no actual intent 
to defraud any particular customer, 
they will be held to have intended the 
natural consequences of their acts, i.e., 
to defraud all persons whose money the 
bank received and failed to pay before 
it stopped business. If, therefore, 
money deposited by a customer, or any 
person, has not lost its identity, it may 
be recovered back. But in case the 
identity of the money deposited has 
been lost, keeping in view the fact that 
the bank was, at the time of its failure, 
in no worse condition than it was for 
months before, there is no reason why 
money left by another customer should 
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be taken in its stead. Hence, there 
should be no distinction between depos- 
itors the identity of whose money has 
been lost, and the mere fact that one de- 
posit was a little nearer to the time of 
the failure of the bank, should make no 
difference. 


Following are the particular cases de- 
cided by Judge McNeill: 


Money collected by assignee. Rebecca E. 
Thomas received from a party in the 
west a draft for $500 on a New York 
bank. She deposited the draft in the 
Commercial Bank on the day it failed. 
The draft was forwarded to New York 
and was duly paid and the proceeds 
came into the hands of the assignee after 
his appointment. He/d, Mrs. Thomas 
is entitled to have the proceeds paid 
over to her, 


Money collected by bank before assignment. 
Dittoe & Wisnel] deposited in the Com- 
mercial Bank on the day it failed a check 
of William Gerdes on the bank of S. 
Kuhn & Sons, to theirorder. The pro- 
ceeds were appropriated by the bank 
before the assignment, and did not 
come into the hands of the trustees, 
The prayer of their petition for an order 
requiring the trustees to repay the 
money is refused, 


Money deposited on day of assignment and 
mingled with bank's funds. The Union 
News Company deposited $325.50 in 
the bank on the day of the failure. The 
money was not identified nor traced into 
the hands of the trustees. The prayer 
of their petition for repayment of the 
money is refused. 


Money checked against in payment of a 


draft, J, W. S. Evans deposited $150 
in money on the day of the failure, and 
at the same time purchased from the 
bank a draft on New York for $125, 
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which was returned unpaid. The money 
deposited was not identified. Held, 
the application of a part of it in pur- 
chase of a draft makes no difference in 
the result. It is the right of the depos- 
itor to reclaim his own, no matter what 
form the transaction may have assumed, 
that governs. Hence, not having iden- 
tified his money, nor traced it into the 
hands of the trustees, the prayer of the 
petition for repayment is refused. 


Drafts purchased by check on bank, A. 
C. Barney purchased of the Commercial 
Bank on the day of its failure, three 
drafts on New York aggregating $5,000 
and paid for the drafts by checks on his 
account with the bank. There was no 
identification of the money nor was it 
traced into the hands of the trustees. 
The petition for repayment of the $5,- 
ooo is refused for the same reasons which 
governed the decision in the Evans 
case. 


Money and check deposited together. J. 
A. Scholl deposited $204 in money 
and a check for $17.65 drawn by John 
Brannon in his favor, about 2 o’clock on 
day of failure. The money was not 
kept separate from the other funds of 
the bank and its identity was lost. The 
prayer of the petition for repayment of 
the money is denied. But if the pro- 
ceeds of the check came into the hands. 
of the trustees after the assignment, 
they are directed to be paid over to 
Scholl. 


Money left with bank but not deposited— 
7 rust relation. Peter Fox, at about 2.25 
p m. on the day of failure, went to the 
bank to deposit $420 in money and a 
check for $70 on a bank in Shelbyville, 
Ind. The teller counted and recounted 
the money with Fox, and found it $100 
short. Fox then directed the teller to 
put the money aside until he went back 
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to see his bookkeeper who had prepared 
the deposit. The teller responded “all 
right.” Fox returned in a short time, 
but in the interim, the bank had closed 
its doors. The instructions of Fox to 
lay the money aside were disregarded, 
and it was mingled with the other funds 
of the bank. 

Held: The case differs from the cases 
hereinbefore considered where deposits 
of money were made, in this, that in 
those cases the parties intended to con- 
fer the title to the money deposited on 
the bank, while in this case the contrary 
appears, The instructions of Fox to 
lay the money aside and the teller’s re- 
ply ‘‘all right” established a fiduciary 
relation between Fox and the bank as 
to this particular money, and it was to 
be held for further instructions from 
Fox. Therefore, if the money came into 
the hands of the assignee or trustees, 
it will have been received by them im- 
pressed with a trust in favor of Fox, and 
in such case it is not required that the 
owner should point out the very bills or 
coins deposited. Jones v. Kilbreth, 49 
Ohio St. 401. 402; Commercial Bank v. 
Armstrong, 39 Fed. Rep. 684. In view 
of the instructions given by Fox to 
lay the money aside, it is extremely 
improbable that the receiving teller 
would immediately hand the money to 
the paying teller to be paid out. It is 
sufficiently shown that the money re- 
mained in the bank and went into the 
possession of the assignee with the other 
funds of the bank, and it is ordered that 
the $320 and $70 proceeds of check, be 
repaid to Mr. Fox. 

Set-off allowed, Joel Kennedy asked 
to have a deposit of $61 set off against a 
note of $100 made to the bank by his 
wife, indorsed by him, and discounted 
by the bank, he offering to pay the diff- 
erence. The facts showed that the debt 
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was that of Kennedy, and the note was 
putin the form shown, at the request of 
the cashier, to raise money for Kennedy, 
The proceeds went to his credit. The 
set off was allowed. 

Set-off Disallowed. At the time of the 
assignment of the Commercial Bank, the 
Mt. Vernon Banking Co. of Mt. Vernon, 
Ind., had on deposit $1,931.98. At the 
same time, the Commercial Bank held 
the note of the Mt. Vernon Banking Co. 
for $2,500, maturing April 11, 1895, fif- 
teen days thereafter. On April 1, the 
Mt. Vernon Bank notified the trustees 
of the Commercial Bank by mail to make 
a set off of its balance in bank against 
the note, and that it would pay the diff- 
erence of $568.02. Not hearing from 
the trustees, the Mt. Vernon bank paid 
its note at maturity and then sought to 
have the $1,931.98 refunded to it on the 
ground that it should have been set off 
as against the note. 

Held: These obligations were entire- 
ly distinct and independent of each 
other. Had the bank stood on its right 
of set off it no doubt would have been 
allowed, but without making further in- 
quiry than above stated, it elected to 
pay its obligation, In U.S. B. Mfg. 
Co, v. Armstrong, 34 Fed. Rep. 94, the 
following language is used. ‘‘If the 
complainant had intended to rely upon 
its debt against the Fidelity Nat. Bank 
as aset off against its note, it should 
have declined payment of the note, 
stood suit thereon, and set up its coun- 
terclaim as a set off. This was not 
done, but it paid its note voluntarily 
and now invokes the aid of this court to 
enforce what is called its equitable right 
of set off. The facts presented do not 
raise any such equitable right.” This 
language is applied to the present case 
and the petition of the Mt. Vernon 
Banking Co. is denied. 
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Judge McNeill says in conclusion: 

“In conclusion I desire to say that I 
have been referred to two cases decided 
by Judge Baker of the U. S Circuit Ct. 
at Indianapolis, one reported in 59 Fed. 
Rep. 235 and the other in 65 Fed. Rep. 
690, in which it was held that where 
money was deposited in an insolvent 
bank just prior to the appointment of a 
receiver, and although tne money might 
be mingled with other funds of the bank, 
yet if it could be shown that the money 
was included in the bulk of the moneys 
that came into the hands of the receiver 
the depositor might recover it back in 
its substituted form. WhileI think the 
decided weight of authority is in favor 
ot the rule, that in case of the insol- 
vency of a bank an ordinary deposit,not 
impressed with “any trust, as between 
the bank and the depositor, cannot be 
recovered back unless the original money 
deposited can be identified; yet, as none 
of the cases for the recovery of ordinary 
deposits, here decided, come within the 
rule laid down by Judge Baker, for the 
reason that in no case has the money 
been satisfactorily traced into the hands 
of the trustees, I have in nearly every 
instance, called attention to the fact in 
this opinion.” 


The case of the Hicksville bank against 
the Farmers’ & Merchants’ of Uhrichs— 
ville falls in that category where the in- 
solvent bank takes the draft and obtains 
the proceeds, not as owner, but in a 
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fiduciary relation, It is similar in prin- 
ciple to the Fox case, in which Judge 
McNeill holds that,the money being im- 
pressed with a trust, it is not necessary 
for the owner to point out the identical 
money owned, but it is sufficient to en— 
title full recovery if the money went into 
the hands of the assignee, although 
mingled with the other funds of the 
bank. Judge McNeill bases this ruling 
upon the decision of the supreme court 
of Ohio in Jones v, Kilbreth, 49 Ohio St. 
413. Inthat case the supreme court 
use this language: 


‘*When paper is deposited for collec— 
tion, the relation between the depositor 
and the bank is that of principal and 
agent. If an agent for that special pur— 
pose, coliects‘or sells the paper of his 
principal, he becomes a fiduciary, and 
will hold the proceeds in trust tor the 
principal; and if the agent fails, there 
will be no reason why his general cred- 
itors should invade such proceeds to 
satisfy their claims, if the principal can 
trace or ascertain his property in the 
substituted form. Whether, in a given 
case, the proceeds have been sufficiently 
traced and identified, must rest in the 
judgment of the chancellor, who is 
called upon to declare the proceeds sub- 
ject to a distinct trust.” 


Under this ruling, and that of Judge 
McNeill in the Fox case, the Hicksville 
bank can doubtless force full payment of 
the proceeds of the draft sent to the 
Farmers & Merchants’ of Uhrichsville 
for collection, which went into the hands 
of the assignee, 


Nore.—Inquires from Rochester, Minn, and from Grand Island, Neb., will be 


published in the April Journal. 
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A Plan to Prevent the Raising of 
Checks. 


SAN FRANcIsco, Cal., 
February 18, 1896. 
L£ditor Banking Law Journal: 
Dear Sir:—A gentleman of this city has ap- 
plied for a patent on a check, designed to limit 


the raising of checks. He gives the body of 
the check a standard length and value, not to 
be used except in drawing checks between $1 
and $10,000. The body of the check is to be 714 
inches long and contain the words ‘Coupon 
must be attached if for more than $200.” Fol- 
lowing is a form of the proposed check and cou- 
pons, each coupon to be ¥ inch in width: 





Not over $8,000. 





Not over $4,000. 
| Not over $1,000, 


| 
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Not over $500. 
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Not over $6,000. 
Not over $2,000. 














When drawing a check fora given amount all 
coupons for larger amounts will be detached, 
and the highest coupon remaining will limit the 
amount of the check to a sum not over the cou- 
pon. Itis assumed a rascal] will not venture 
$200 to try and get $500. His game heretofore 
has been to risk a small sum and try and get a 
very large sum. Onchecks above $10,000 to 
$50,000, the color ef the paper is changed and 
the length of the check is increased % an inch, 
and it will contain the words ‘‘Coupon attached 
if for more than $15,000.” The form of this 
check and coupons, will be found on following 
page. 

Checks above $50,000 will have a length of 8% 
inches, a different color, and the words ‘‘Coupon 
attached if for more than $50,000,” each coupon 
adding $10,000 increase of limit. 

These coupons can be used with all instru- 
ments, such as certificates of deposit, bills of 
exchange, drafts, checks or letters of credit. 


H. S. CROCKER COMPANY, 
Stationers, Printers, Lithographers Ete. 


PAY TO THE ORDER OF 


Coupon must be attached if for more than $200. 


To CROocKER-WoOLWORTH NAT'L BANK, 





CLEARING HOUSE NO, 21. 


SAN FRANCISCO 


SAN FRANCISCO. 





Leventritts Standard Check System Pat. Applied For. 


The coupons can be printed and bound up on 
the right to suit entry clerks and tellers if it is 
thought a better method than on the left. On 
the right I think it would convenience the list- 
ing clerks, but those who dismember the check 
by cutter would find a left hand operation at 
first inconvenient. The United Stites make 
coins of different colored metals and sizes; so 
by the Leventritt system checks within specified 
amounts to be of different values, according to 
size and color. The value of the system de- 
pends principally upon the inability of the ras- 
cal to unite additional coupons with the straight 
edges of those left on the check without the 
place of union being quickly perceived. The 
coupons will not meet each other in the center 
of the check, but there will be a one-half inch 
surface between, of the same color as the check, 
showing a clean surface to the eye of the teller 
to enable him to detect any tampering. I in- 
close a summary of the proposed Leventritt 
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Standard Check System, patent for which has 
been applied for: 


Checks, drafts. certificates, etc., from $1 to 
$10,000, to be pink tint. 

Body to be 7% inches long, which represents 
a value not over $200. 

Body and an additional { inch, shown by 
one coupon, represents a value not over $500. 

3ody and an additional % inch, shown by 
two coupons, represents a value not over $1,- 
000, 

Body and an additional 3 inch, shown by 
three coupons, represents a value not over $2,- 
000. 

Each additional ¢ inch, or coupon, represents 
an additional $2,000, 

Checks. drafts, certificates etc., from $10,000 
to $40,000, to be white tint. 


,000, 
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Not over $2 


PAY TO THE ORDER OF 


Not over $30,000. | 
Not over $20,000. | 


Not over $40,000, 
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Body to be 8 inches long, which represents a 
value not over $15,000. 

Body and an additional &% inch, shown by 
one coupon, represents a value of not over $20-, 
000, 

Each additional &% inch, or coupon, repre- 
sents an additional $5,000. 

Checks, drafts, certificates, etc., from $40,000 
to $100,000, to be blue tint. 

Body to be 8% inches long, which represents 
a value not over $50,000, 

Body and an additional &% inch, shown by 


one coupon, represents a value not over $60,- 
000 


Each additional \{ inch, or coupon, repre- 
sents an additional $10,000, 


SAN FRANCISCO BANKER, 


CLEARING HOUSE NO. 21, 


H. S. CROCKER COMPANY, 


Stationers, Printers, Lithographers Ete. 


SAN FRANCISCO 


Coupon must be attached if for more than $15,000. 


To CROCKER-WOOLWORTH Nat’L BANK, 
San FRANCISCO. 


§ wvevssesesecessoseuencesses 


Leventritt’s Standard Ct eck System. Pat. Applied For. 








Campbell’s Duplex Safety Cheque. 


New York, March 5, 1896. 
Editor Banking Law Journal: 


Dear Sir: Noticing the discussions in your 
Journal growing out of the recent successful 
raising of a check from $12 to $22,000 by a 
forgerin California, notwithstanding the bank 
drawing the check had punched the amount 
**$12” through the check and had written it on 
so-called ‘* Safety Paper” (a demonstration of 
the utter ineffectuality of these modes of pro- 
tection), I beg leave to bring to your attention, 


as matter of interest to your readers, a form of 
safety check patented and manufactured by 
William H. Campbell of 23 Union Square, New 
York, which, it is claimed, absolutely precludes 
the possibility of successful check raising. J. 
M. Fuller, principal of ‘‘ Fuller's New York De- 
tective Bureau,” has written the manufacturer 
regarding this check: ‘‘We have studied it 
from every point and“find that it would bea 
physical impossibility to raise an amount in ex- 
cess of that shown by the highest coupon and it 
is therefore the only safeguard we have so far 
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seen against that crime ‘check 
raising.’ ” 

The accompanying form of check and coupons 
(omitting stub) designed for general commercial 
use, illustrates the protection afforded. 

The means of protection thus afforded are 
simple, effective and inexpensive. The use of 
the expensive punching machines and chem- 
ically prepared papers (both demonstrated to 
be inadequate) is obviated, and the checks can 
be furnished at the same price as ordinary 
checks (of equal quality) and operated in the 
customary manner with any kind ofa paper 
cutter or straight edge, the coupons being sep- 
arated at the line ABoVE the amount next HIGHER 
than that for which the check is drawn, the 
check being detached from the book by the 
usual line of perforations, 

By the use of these checks there is no possi- 
bility of increasing the amount by forgery, as 
there is no known method of joining the edges 
of paper once separated, so as to make imper- 
ceptible the line of union. It will be noticed 
that there are two sets of figures in opposite di- 
rections on the coupons. The larger figures act 
as checks for the check, and the smaller figures 
as checks for the stub, which is an additional 
safeguard. 

These checks are manufactured in various 
forms, and the amounts of the coupons are reg- 
ulated so as to best serve the uses for which the 
check is drawn. The scales of amounts on the 
coupon stubs are not arbitrary, but can be ar- 
ranged in various combinations from $1 up- 
wards to meet all conditions and requirements. 
This system of safety can be equally applied to 
manufacture of forms of bills of exchange, 
promissory notes, certificates of deposit, and 
other instruments carrying a value expressed in 
terms of money. 

This coupon principle was introduced by Mr. 
Campbell several years ago in his railroad 
ticket business, and has had an unqualified 
success. 


common 


A. B. 


Nore. The illustration of the Campbell check 
herewith shown is not intended to give more 
than its general features. The length of the 
original check submitted, exclusive of the 
coupon, is 7% inches; and the amounts facing 
towards the check are in larger type with more 
black face than herewith shown. 
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CURRENT NEWS AND TOPICS. 


CURRENT 


Embracing Items of Interest in all the States. 


NEWS AND TOPICS. 


Readers are requested to communicate matters arising locally 


to enhance the interest and value of this department. 


The price which one financier must pay when 
he takes another financier by the arms and uses 
him as a living screen to ward off a charge of 
dynamite, has been judicially fixed at forty 
thousand dollars. R. Sage, Esq. thinks this 
price too high, but the supreme court has dis— 
agreed with him, and the New York court of ap- 
peals is the only remaining hope. Personal 
security sometimes has a higher market value 
than collaterals. 


AMERICAN BANKERS’ ASSOCIATION.—The ex- 
ecutive council of the American Bankers’ Asso- 
ciation held a meeting on March 11 in the 
rooms of the New York Chamber of Commerce. 
Joseph C, Hendrix, chairman of the council, 
presided, and James R. Branch, secretary, re- 
corded. The attendance of members, it was 
said, was larger than ever before. 

The council selected St. Louis as the place for 
holding the annual convention this year, and 
Sept. 22, 23 and 24 as the time. Duluth, Spring- 
field, Ill., and San Antonio, Tex., were the can- 
didates, but Springfield withdrew and the choice 
of the council finally settled unanimously on 
St. Louis. 

A proposition to put the protective committee 
of the association on a permanent basis was dis- 
cussed. The protective committee was author- 
ized to employ such clerical assistance as it may 
deem necessary to carry out the work intrusted 
to it, and it was resolved that last year’s pro- 
tective committee and this year’s committee 
shall actas a joint committee to formulate a 
plan for making the protective committee a 
more permanent institution. 

_ The council unanimously adopted the follow- 
ing: 

“Resolved, That the executive council of the 
American Bankers’ Association, assembled at 
the meeting in New York city, declare unequiv- 
ocally in favor of the maintenance of the exist- 
ing gold standard of value, and recommend 
to all bankers and to the customers of all banks 
the exercise of all their influence as citizens in 
their various states to select delegates to the 
political conventions of both the great parties 
who will decl&re unequivocally in favor of the 
maintenance of the existing gold standard of 
value.” 

The membership of the American Bankers’ 
Association is now larger than ever betore in 
the history of the organization. In the few 
months since the beginning of the current year 
it has gained 340 new members. 


PENNSYLVANIA BANKERS’ ASSOCIATION.—The 
proceedings of the first annual convention ofthe 
Pennsylvania Bankers’ Association, which was 
held in Philadelphia last December, have been 
issued in a very attractive little book bound in 


green cloth by the committee on organizatior, 
of which President William H. Rhawn, of the 
Bank of the Republic, is the chairman. The 
volume is aptly illustrated with a portrait of 
Robert Morris, the father of banking in Penn- 
sylvania and in the United States, and opens 
with an introduction briefly referring to this 
eminent patriot of the Revolution; the early his- 
tory of banking in this state and its growth in 
the country, and the rise and usefulness of 
bankers’ associations. The names of the delee 
gates present, the discussions, debates, speechcs 
and addresses in the convention, and the con- 
stitution and by-laws adopted, are given in 
full. The social features, which formed so in- 
teresting and pleasing a part of the convention, 
are mentioned, and the speeches at the banquet 
at the Philadelphia Bourse, together with a list 
of the guests, also appear in full; and there is 
added a complete list of the members of the as- 
sociation who had united with it up to the time 
of going to press. 


CARLISLE ON SILvER.—Representative Patter- 
son of Tennessee has made public the following 
letter: 


**TREASURY DEPARTMENT, ) 
“OFFICE OF THE SECRETARY, 
**WASHINGTON, March 1, 1895. \ 


‘“*To Hon. Josiah Patterson, House of 
Representatives :— 


‘“*My Dear Sir: Your favor of Feb. 17 was 
duly received and ought to have been answered 
at once, but the pressure of official business 
has compelled me to-delay a response until 
now. You State that, in a speech delivered by 
the Hon. Charles F. Crisp, in the House of Re- 
presentatives, on Feb. 14, that gentleman said: 

‘‘He (meaning the secretary of the treasury) 
refuses to give silver for gold because he must 
hold the silver to pay the silver certificates and 
Sherman notes issued under the act of 1890, 
and when a Sherman note issued under the act 
of 1890 is presented he redeems it in gold, and 
notinsilver. What mockery is this; what sort 
of friendly treatment is accorded silver by this 
law and the practice that obtains atthe treasury 
of the United Siates ?” 

‘‘And you ask me to state fully how you (I) 
have dealt with the silver currency since your 
(my) incumbency of the office of secretary of 
the treasury, and whether you (I) have in deal- 
ing with the subject discredited silver?” 

‘In answer to your question I can only say 
that in all the operations of the treasury de- 
partment during my administration of its affairs 
the legal tender gold and silver coins of the 
United States have been treated precisely alike, 
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except that greater efforts have been made to 
keep silver coins in circulation than have been 
made to keep gold coins in circulation, 

‘‘The amount paid out by the department in 
silver coins and silver certificates greatly ex- 
ceeds the amount paid out in gold coins and 
gold certificates, and in no instance has the 
Jeast discrimination been made against silver 
or its paper representative. In no instance has 
silver or silver certificates been refused in pay- 
ment of a debt or demand due the government, 
and in no instance has the government refused 
to pay silver coins or silver certificates in dis- 
charge of its obligations when the holders of 
the obligations demanded or requested such 
payment. When United States notes or treas- 
ury notes are presented for redemption, gold is 
paid if it is demanded, and if silver is demanded 
silver is paid. Thus the coins of the two metals 
are treated exactly alike in making payments 
by the government, as well as in the discharge 
of debts due to the government. 

‘It has always been the policy of the treasury 
department to encourage the use of silver to the 
largest possible extent, and in order to accom- 
plish this standard silver dollars will be sent by 
express at the expense of the government to 
any one who will deposit an equivalent amount 
in silver certificates or in treasury notes of 1890 
with the United States treasurer or any assist- 
ant treasurer, or with a national bank deposit- 
ary, and subsidiary silver coins will be sent by 
express at the expense of the government to 
any one who will deposit with such officers or 
banks any kind of United States currency or 
national bank notes; but gold is not sent to 
anybody free of charge. 

‘‘In August, 1893, there was a great and un- 
usual demand in nearly every part of the coun- 
try for currency of small denominations, and in 
its attempts to supply this demand the treasury 
department paid out, in defraying the expenses 
of the government and in exchange for other 
forms of currency, all the silver that could be 
lawfully used for these purposes, so that fora 
short period it was compelled to suspend pay- 
ment in standard silver dollars, except in the 
redemption of silver certificates and treasury 
notes of 18go. 

‘‘The law authorizing the issue of silver certi- 
ficates upon deposits of silver provides that 
‘the coin deposited for or representing the cer- 
tificates shall be retained in the treasury for the 
payment of the same on demand.’ It is there- 
fore plain that whenever the amount of silver 
dollars in the treasury does not exceed the 
amount of silver certificates outstanding, the 
secretary of the treasury cannot, without a vio- 
lation of law, pay out such silver except for the 
redemption of certificates. At such times he has 
no more right to exchange silver dollars for 
gold than he has to pay them out in any other 
manner. But there is also another fund in the 
treasury which is required by law to be held 
for a different purpose. It consists of the bullion 
and the standard silver dellars coined from the 
bullion purchased under the act of July 14, 1890. 
The act provides for the purchase of silver 
bullion at the market price, and the issue of 
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treasury notes in payment for it, and it also de. 
clares that no ‘greater or less amount of such 
notes shall be outstanding at any time than the 
cost of the silver bullion and the standard silver 
dollars coined therefrom then held in the treas- 
ury purchased by such notes.’ Under this pro- 
vision the secretary. is required to keep in the 
treasury at all times an amount of silver bullion 
at its cost price, and in standard silver dollars 
coined from the purchased bullion, exactly 
equal to the amount of treasury notes outstand- 
ing, and he cannot, therefore, lawfully use such 
standard silver dollars except for the redemp- 
tion and cancellation of treasury notes. 

‘*My letter to the United States Senate, upon 
which Mr. Crisp’s statement seems to have 
been based, was written on Aug. 17, 1893, and 
at that time there was no free silver in the 
treasury. That is, there were no_ standard 
silver dollars in the treasury except such as the 
law required to be held for the redemption of 
silver certificates and the treasury noies of 
1890, and these redemptions were made at all 
times during the month, and every other month 
when these forms of currency were presented, 
During the month of August, 1893, treasury 
notes to the amount of $1,273,267 were redeemed 
in silver and cancelled, and since the first day 
of August, 1893, the total amount of such notes 
redeemed in silver and cancelled is $19,533,722. 
Prior to my administration of the affairs of the 
department, none of these notes had been re- 
deemed in silver or cancelled. 

“Since the beginning of this administration 
nearly $110,000,000 in gold has beén procured 
in exchange for other forms of currency. Of 
this amount $8,915,812 bas been procured in 
exchonge for silver coin and $10,329,330 in ex- 
change for silver certificates. The department 
has never refused to exchange silver for gold 
when it had silver that could be lawfully used 
for that purpose, and if it had so refused, I am 
wholly unable to see how it could be considered 
a discrimination against silver, Is a refusal to 
pay out gold in exchange for silver a discrimina- 
tion against gold? If not, it of course follows 
that a refusal to pay out silver for gold is not a 
discrimination against silver. 

‘In response to your Verbal inquiry concern- 
ing the coinage of standard silver dollars during 
the present administration, you are advised 
that it amounts to the Sum of $6,662,000 up to 
the 15th day of this month, while the whole 
amount of such dollars coined in this country 
from the establishment of the mint in 1792 up 
to February 1878, a period of eftghty-six years, 
was $8,030,000. 

‘‘T enclose herewith a copy of my letter to the 
United States Senate referred to above. Very 
truly yours, J. G. CARLISLE.” 


MicHAEL D., HARTER.—The announcement 
that ex-Congressman Michael D. Harter, the 
popular advocate of sound money, and well- 
known asa financial writer and speaker, had 
shot himself through the right temple at the 
home of Mr.S. Knappin Fostoria,O., during the 
eve or early morning of Washington’s Birthday, 
came asa startling surprise to the financial 
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world. No cause is assigned for the act 
further than that he had been suffering with 
insomnia. Mr. Harter’s residence is in Phila- 
delphia, but he had been in Fostoria for several 
days on business connected with the Isaac Har- 
ter Milling Company. There is no hint of 
financial or business embarrassment as a cause 
for the suicide, it being asserted that all the en- 
terprises with which Mr. Harter was connected 
are in a flourishing condition, Hon. Michael 
D. Harter was a member of the fifty-second 
and fifty-third congresses from the Fourteenth 
Ohio district. His home was at Mansfield, 
Ohio, and most of his life he was a banker and 
manufacturer. He was born at Canton, Ohio, 
April 6, 1846. Although born a poor boy, and 
without the advantages of much schooling, Mr. 
Harter was a hard student, and had read wide- 
ly on politicaland financial lines. He was a 
Democrat in politics. In manner he was quiet 
and unassuming and genial. Studious by habit, 
simple in his tastes and direct in his methods, 
he was a man of force in his party and a strong 
ally to the progressive reform element. In 
Washington society Mr. Harter was extremely 
popular. Forthe past two years Mr. Harter had 
been residing in Philadelphia. He leaves a 
wife and son. 


ERIE RAILROAD COMPANY. 


In the matter of the reorganization of the New 
York, Lake Erie and Western Railroad Company 
(now the Erie Railroad Company), Messrs. J. 
P. Morgan & Co. have issued a notice, which 
will be found in our financial column, that on 
and after March 4th they will receive the reor- 
ganization certificates issued by them for vari- 
ous old securities of the Erie, for conversion 
into securities as provided in the plan of reor- 
ganization. The notice gives full instructions 
as to the method of transfer of the old seeurities 
and details of how the exchange will be effected. 


‘“* NATIONAL SAFETY PAPER.” 


George La Monte, of tor and 103 Fulton 
street, has sent the JoURNAL several specimen 
sheets of his National Safety Paper, which the 
manufacturer claims is the best known security 
againstalterations on checks, drafts, bonds and 
all securities and vouchers of value. ‘‘In the 
manufacture of National Safety Paper the paper 
receives a sensitivetint on each side, ornamented 
with a beautiful and distinctive design. Writ- 
ing onthis tint cannot be removed without its 
being apparent.” Although the sum of $1,000 
has been offered for years to the person making 
a successful or non-perceptible alteration on 
National Safety Paper, no one has yet claimed 
the money. Mr. La Monte’s paper is exten- 
sively used by bankers, not only in America 
but throughout foreign countries. Specimens 
of National Safety Paper will be mailed upon 
application, or can be seen in any first-class 
Stationer’s store. 
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FINANCIAL OUTLOOK, 


Denied elsewhere liberty moves on right ex- 
cellently. Enthusiasts live willingly extra long 
lives. The man who cares more for patriotism 
than pelf and more for his country than self, is 
ready to sacrifice business interests if needs be 
to assist his fellow men to obtain freedom, The 
International Tribunal may soon be established 
and show power to command peace. The 
World’s Court officers can travel by electric 
power through sea and air. 

STrRAWs.—Silver bullion is 685¢ cents per 
ounce in New York, against 605¢ cents a year 
ago. The national debt of Spain is officially 
stated as 6,000,000 pesetas or $1,200,000,000, 
The annual deficit is about $4,000,000, The 
national debt of the United States is $1,199,- 
774,479.40: Theinterest bearing debt is $822,- 
615,170, and has increased since March 1, 1893, 
$237,580, 910. The annual deficit thus appears 
about $79,193,633. The Hudson River ice 
broke up earlier than-any previous season in 
past 125 years. America’s leading orator re- 
cently said: ‘‘ We are peculiarly fitted to pro- 
pose a court of international arbitration. After 
two years of business paralysis we cannot re- 
pair it by going to war. By the clause of the 
Jay treaty, eighty one cases between England 
and the United States have in the Jast hundred 
years been settled by arbitration. A court of 
arbitration could not be made universal, but so 
broad, and composed of men of such dignity, 
majesty and worth, as to command the respect 
of all English-speaking peoples, and have the 
power of deciding every question of dispute be- 
tween them. Theestablishment of such a court 
would be a fitting act to close the triumphs of 
nineteenth century progress.” 


STOCKS AND BONDS, 


Bonpvs.—Pending action in the Cuban matter 
the transactions are comfaratively light. Any 
increase in public interest would likely cause an 
advance. Sales for past two months aggregate 
value ot $49,708,840, at average of 65.3, against 
$33,102,018 last year at average of 77.8. 

RAILWAY Strocks.—Aggregate values of all 
stocks sold in the first two months of 1896 was 
$556,734,804, at average price $61.20 per share, 
against $375,742,392, at average of $61.20 in 
1895. The *‘Chronicle” reports gross earnings 
of 249 railroads, operating 161,239 miles in 1895, 
at $1,129,717,384 against $1,062,788,879 in 1894. 
The increase of gross in 1895 was about $67,- 
000,000. Out of too leading roads reporting 
only 16 show decreases. Dun reports February 
fluc.uations of sixty active stocks as only $1.49 
per share range. TheB & O. receivership in- 
volves $166,000,000 of securities. The stock will 
likely suffer as heavy assessments as Atchison 
and Reading. We prefer buying reorganized 
properties to those about to go into liquidation 
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or the assessment list, February earnings of 
sixty-seven roads reporting show gains $3,327,- 
250 or 14.41 per cent. the last week, being the 
best week this year. Northern Pacific gained 
$368,147. There appears considerable interest 
in the proposed reorganization plans. Union 
Pacific appears doing better on improved earn- 
ings and improved prospects for reorganization. 
Missouri Pacific gained $259,000 and Mo., Kan- 
sas & Texas gained $182,017 since January Ist. 
Prospects are good for liberal earnings in the 
Southwest. The bonds of each should bea 
purchase. Southern Railway earnings since 
January Ist, have increased $334,547. Tenn. 
Coal and Iron appears doing well and likely be 
pushed by its friends on further favorable con- 
ditions. Mexican roads are making great gains 
this season, There are many properties in the 
South likely to double before the next crop is 
marketed. The Grangers continue to lead as 
favorites. Commission men generally claim 
they are likely to hold their own and make 
steady gains. Lower priced properties may be 
pushed as season advances. Corn, wheat. oats, 
flax, live stock and merchandise are likely to 
make sufficient tonnage the balance of this crop 
year. Manhattan, Western Union and the 
Traction stocks are not active. Conditions that 
will favor the improvement of other properties 
may help these. Present earnings and general 
conditions foreshadow higher prices. There 
appears to be scarcely anything but Washing- 
ton operations to depress the market. 

INDUSTRIALs.—Sugar stock does not boom with 
the regular dividend and Cuban supplies cut 
off, peace or extra German supplies may cause 
a ten percent. decline. General Electric is re- 
ported doing great things, and the whoie field 
of electric eftort is getting new impetus. Cotton 
oil is reported earning money under rather un- 
favorable circumstances. Chicago Gas is likely 
earning fair dividends and making good im- 
provements while waiting for legal rights. 
Tobacco manipulators appear to have secured a 
short interest and marketa good line of stock. 
We expect to see the stock record rapid fluctua- 
tions and higher prices, but advise caution when 
buying. Leather insiders are not yet favored 
with increased sales of product to help them. 
Distillers people are finding spirits and shares 
of stock rather slow. Cordage and Lead are 
dull and fluctuations slight. 


COTTON. 


The statistical position of cotton is now con- 
ceded by the bears to be stronger than when the 
bulls were doing so much figuring at about two 
cents a pound higher prices after a four cent 
advance from prices prevailing last March. If 
the crop is to be 7,000,000 bales, about 87 per 
cent. of it has come into sight. Secretary Hester 
estimates the Texas delivery for the first six 
months into sight was 1,629,279 bales against 
2,972,196 bales last year, and I,795,412 bales two 
years ago. The average weight of all cotton 
which has come intosight this year is estimated 
to be 502.14 pounds against 508.27 pounds last 
yearand 496.28 pounds in 1893. The visible 
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September 1, 1894, was 1,589,484 bales. If we 
add to it the two following crops, the two years’ 
supply equals about 18,600,000 bales, which is 
far in excess of any two years’ consumption on 
record. The visible supply last September was 
2.394.738 bales; the average for seven years 
previous was 1,621,131 bales. We see no reason 
why the visible at the close of this crop year, 
August 31 next, will not nearly equal an aver- 
age. Speculatively speaking, after such a severe 
decline it’s but natural a moderate advance is 
likely even if prices are to go still lower later in 
the season. Receipts are expected to showa 
falling off and the export demand may increase. 
These features will likely enthuse many, and 
may create a bullish feeling and perhaps cause 
better prices, even though the acreage will be 
largely increased and the next crop sell much 
lower. The short interest appears to have over- 
done things partially,as did the bulls last 
October, while those bulls and others have 
liquidated, leaving the market at present ina 
more healthy position than for many months, 
Evidently the disposition of spinners and the 
volume of receipts will have more to do in dic- 
tating values than for some time past. The 
March government report will be given out 
March 16, noon, 


WHEAT. 


It is said that wheat bulls always gowrong at 
the right time, and that theories confront them 
rather than conditions, India exports have 
been 17,632,000 bushels against 12,228,000 last 
season, Chicago stock wheat in private ele- 
vators, 3,349,000 bushels; corn, 444,000; oats, 
1,692,000. All wheat, 23,500,000; corn, 9,968,- 
000; Oats, 3,759,000. A year ago the govern- 
ment March tr report estimated farmers held 
only a quantity equal to 16.3 per cent of what 
they grewin 1894, or only about 75,000,000 
bushels. No previous year since 1884 were 
their holdings March 1 considered at less than 
26.7 per cent., or the invisible less than 107,- 
000,000 bushels. Their average holdings for 
ten years previous to March 1, 1895, were over 
133,000,000 bushels, now the government esti- 
mates farmers’ holdings March I at 123,000,000 
bushels, 4.9 per cent. of it being left over from 
the previous crops, aud that the proportion of 
wheat sold beyond county lines was 58.5 per 
cent. The 1895 crop was only reported as 7,000,- 
ooo larger than the 1894 crop. Primary receipts 
last season to March I were about 125,000,000 
bushels. This season they have been about 
155,000,000 bushels. Exports same time last 
season were about 100,000,000 bushels, this 
year about 92,000,000 bushels. The following 
table gives the government report for past de- 
cade, also yearly primary receipts to March, 1, 
and for the crop year and exports for the same 
time and forcrop years ending June 30. (See 
next page). 

Mr. Thoman, March 1, 1895, estimated farm- 
ers’ holdings as 165,000,000 bushels, this season 
he estimates them at 157,000,000 bushels, be- 
lieving the reserves in six eastern commercial 
winter wheat states is but 40,000,000 bushels,or 
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practically 15,000,000 bushels less than a year 
previous, while in Miunesota and the Dakotas, 
reserves equal 61,000,000 or 15,000,000 more 
than last year. He makes California reserves 
as 7,000,000 against 13,000,000 a year previous, 
and the Pacific Coast as 14,000,000 against 20,- 
000,000, and predicts the total supply in the 
United States is 254,000,000 bushels, and that 
114,000,000 bushels is required for food and 
seed to July 1, 1896, and leaves 140,000,000 
bushels for export and visible and unvisible 
supplies forthe four remaining crop months. 
He thinks 74,000,000 bushels have been with- 
drawn from invisible reserves against only 42,- 
000,000 last year same time, and that winter 
wheat growers are tenacious holders of old sup- 
plies pending development of the present grow- 
ing crop, and that the plant has improved the 
past 300r 40 days, although it remains tender 
and is unusually susceptible to atmospheric 
conditions. Prime reports thawing and freezing 
prevents seeding. The world’s visible, as given 
by Howard Bartell & Co., is 191,887,000 bushels, 
against 212,448,000 bushels a yearago. Senti- 
ment has been quite bullish since the destruc- 
tion of a million bushels of wheat by fire in 
Minneapolis last week. Speculative orders are 
not so numerous. Chicago local plungers are 
rather bearish. We look for the export move- 
ment to materially increase after the opening 
of navigation, and the visible to decrease quite 
rapidly and the statistica! position to continue 
very strong. The new Anti-Option bill has been 
killed in the Agricultural Committee of Con- 
gress. 
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CORN. 


The Government report indicates farm re- 
serves March I was 1,072,000,000 bushels, or 
48.9 per cent. of the 1895 crop, against 476,000,- 
ooo held a year previous. The amount then 
sold outside of county lines was estimated to be 
13.4 per cent., this season it is estimated it will 
be 21.9 percent. The merchantable portion is 
$8.1 per cent. against 82.4 per cent. last year, 
average farm value 25.6 cents. Mr. Thoman 
reports farmers’ holdings as about one billion 
bushels, or more than ever in farmers’ hands 
on March 1, that surplus states hold 624,000,000 
bushels against 255,000,000 bushels last year. 
Consumption seems to keep pace with the 
movement to primary points. Cribbers con- 
tinue willing buyers at full quotations in the 
country, and at less than it costs to move corn 
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to more central and expensive points. There 
are but seven states reported as growing more 
than 100,000,000 bushels. We see no reason to 
retract or review our position taken on corn, es- 
pecially if bought foran investment as one buys 
other property. 
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Thoman reports farmers’ holdings March 1 
were 424,000,000 bushels, against 267,000,000, 
Prices are low, speculation light, with con- 
sumption scarcely expected to soon overtake 
production. Helena, Montana, reports brewers 
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in Germany have bought 2,500,000 bushels to 
be grown and exported to Germany the coming 
season. 


PROVISIONS. 


Chicago stocks are not as large as expected. 
The domestic and export demand rather exceeds 
expectations. Lent will soon be over, and 
likely demand wil! increase, and speculation 
also. The average weight of hogs in February 
was 239 Ibs., against 220 lbs. a year previous, 
and 234 lbs. for February, 1894. Packing past 
season of four months, 6,835,000 hogs, against 
7,190,000 previous season, 


Respectfully, 
CLAPP & COMPANY. 


NoteE.—The Grand Jury of Cook County, 
Illinois, returned indictments against the pro- 
prietors of forty-nine alleged bucket shops in 
Chicago, 281 managers, stockholders and em- 
ployes. 


P. S.—Our annual illustrated Souvenir Book 
containing our letters for 1895 will go to press 
very soon. Besides the usual statistics cover- 
ing government finances, it contains elaborate 
tables concerning national banks, clearing 
houses and exchanges of the United States, as 
well as all that traders, merchants and investors 
want to know about stocks, bonds, cotton, grain 
and provisions. Price $3 per copy delivered. 
Book 360 pp., bound in blue, gilt edge. 


The latest thing in the way of a circulating 
medium is a currency based on literature. The 
Populist party in Kansas, to secure funds for 
the coming campaign, have adopted a plan for 
the issue of receipts in denominations of 25 
cents each, which the state committee will re- 
ceive at parin payment for documents and for 
subscriptions to reform papers. Following isa 
sample receipt. 


Received from the bearer 25 
TWENTY-FIVE CENTS, 
FOR THE STATE CAMPAIGN FUND 
OF 1896 OF THE PEOPLE'S PARTY 
OF KANSAS. 

This receipt will be accepted at its face by the 
Committee in exchange for any reform political 
document or book, and for subscriptions to any 
paper named on the back hereof, this amount 
being intended as an advance payment thereon. 
R. H. SEMPLE, 

Secretary. 
JNO. W. BREIDENTHAL, 
No. Chairman. 

The reverse side of this receipt contains a 
list of papers and documents and the prices 
charged therfor. 
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These have been sent to each county commit- 
teeman in the state, with a circular letter which 
says, among other things: 

‘We enclose herewith a sheet containing 
twenty receipts, amounting to $5,which amount 
we charge to you on our records. We are con- 
fident you can find twenty Populists who will 
take one receipt each; some will take two, others 
four. On receipt of this will you take a day and 
call on every Populist in your precinct. Surely 
no one will refuse sosmall a contribution to our 
cause, particularly when he receives a receipt 
which he can use in payment for any reform 
document or book he may desire. 

‘In disposing of receipts, always detach the 
lowest number first. If you cannot dispose of 
all the receipts in a short time, do the best you 
can, and send in the money as collected. 

‘‘When vou have remitted the $5, select so 
cents worth of documents you want, advise us 
and we will forward same to you as a partial re- 
ward for your services.” 


BOOK NOTICES. 


The Manual of Statistics, Charles H, Nicoll, 
publisher, 189 Broadway, New York. 


The Manual of Statistics for 1896 is the 
eighteenth annual issue of a publication of ap- 
proved value as a reference authority upon 
financial topics, railroads, miscellaneous cor- 
porations, and the mining, grain, cotton and 
petroleum markets. Its usefulness to the 
banker and broker,the investor and speculator, 
have been tested by the experience of years, 
and in this year’s issue the volume is en- 
larged and made of still greater importance 
to the above classes and to the business public 
in general. No other publication in the world 
contains so much or sucha variety of practi- 
cally useful statistical matter and other informa- 
tion in such aconvenient form. 

The contents include detailed statements of 
the mileage, capitalization, earnings and offices 
of all the important railroad companies of the 
United States, and of the leading coal, indus- 
trial and miscellaneous corporations. It also 
gives the range of quotations for several years 
past for all securities dealt in on the New York, 
Boston, Philadelphia, Baltimore, Chicago, 
Pittsburg, New Orleans and San Francisco 
stock exchanges. A new feature is the prices 
of mining stocks in all the markets of the coun- 
try, with valuable statistical data on our mining 
industries. The grain and provision markets, 
cotton and petroleum, are also adequately re- 
presented, while the volume concludes with 
well digested summaries of the leading trolley 
and traction companies. 

All information has been brought down to the 
close of 1895, and corrected from official sources. 
For reliability, as well as convenience, the 
Manual can be confidently commended to the 
business public, which constantly requires in- 
formation on the subjects which it covers. 





ADOLF LADENBURG. 
(See Page 241.) 





